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SIDE issue in the general polit- 
ical offensive against the 
utility industry and state regu- 

lation is the asserted practice of the 
companies of resorting to the Fed- 
eral courts in preference to the state 
courts where both are open to them. 

That they have a right to do this 
nobody questions. 

No citizen can be fairly criticized 
for taking advantage of a right which 
is guaranteed him by the Constitu- 
tion of the United States and by the 
laws enacted by Congress. If the 


right is important, he should be ap- 
plauded and not hooted for asserting 
it. A man who is held up and robbed 
by a footpad performs a public serv- 
ice when he complains to the police 
and sets the machinery of the law in 
motion to apprehend the law breaker. 

One who appeals for protection to 
a court which the law has made open 
to him is performing the same sort 
of a public service. Many persons 
suffer wrongs rather than undergo 
the expense of going to court for re- 
dress. Such conduct, while more 
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comfortable, is not so valuable to the 
community as that of the man who 
resists an encroachment upon what he 
deems to be a fundamental liberty by 
a resort to law. 


ee, popularly designated 
as “the public,” have not hesi- 
tated to stand on strict legal rights 
and do not appear to have been criti- 
cized for doing so. They have in a 
number of instances, when utility 
companies have asked for increases in 
rates above franchise contracts, in- 
sisted that a contract is a contract. 
In some of these cases it was admit- 
ted that the contract rate had become 
noncompensatory. Nevertheless, the 
ratepayers took the position that the 
contract was binding no matter what 
the consequences to the utility com- 
pany. In that they were, of course, 
justified because the law of contracts 
has been built up for the good of 
society. Ratepayers had the right to 
have the binding effect of the con- 
tract determined ; and the question of 
how far they might insist upon it was 
a matter of policy for them to decide 
if the contract was binding. 

What is fair to one, in respect to 
standing on legal rights, is fair to an- 
other. There is no reasonable ground 
for criticizing utility companies for 
resorting to Federal courts instead of 
state courts, if the law allows them 
to do so. There might be a reasona- 
ble basis for criticizing the policy of 
the law itself on the ground that it is 
unwise. This is not saying that the 
law is, or is not, what it should be; 
but only that if there is anything 


wrong in these appeals to Federal, 


courts, the criticism should be leveled 
at Congress and not at the utility com- 


panies, if it is within the power of 
Congress to correct the asserted evil. 


HETHER utility companies 

should be compelled to resort 
to state rather than Federal courts in 
the first instance where the state 
courts afford ample protection for 
what they regard as an invasion of 
their rights, is really an issue of 
minor importance. They have gone 
to the Federal courts, and have been 
granted relief on the ground that the 
state courts did not afford ample pro- 
tection. If the state courts in any 
case do furnish ample protection, 
there is no need for resort to the 
Federal courts and it would seem to 
be an unwise policy to give them con- 
current jurisdiction in such a case; 
but presumably the reason for going 
to the Federal courts is that the state 
courts do not afford the necessary 
protection. 

Be that as it may, the proposal to 
close the lower Federal court doors 
to the utility companies can have no 
appreciable effect on the general level 
of utility rates, which is the real thing 
the critics of regulation and present 
court procedure are interested in. 

In the heat of debate on questions 
of this kind the asserted evils are al- 
ways greatly exaggerated. One gets 
the impression from what our polit- 
ical leaders are saying, for example, 
that all utility cases are being diverted 
from state courts to the Federal 
courts, which is not the fact. Almost 
as many cases involving utility regu- 
lation questions go to the Supreme 
Court of the United States by way 
of the state courts as by the lower 
Federal court route. 

Of the 154 cases since 1915 re- 
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ported in Public Utilities Reports, 70 
came to the Supreme Court by way 
of the state courts, and 4 from the 
District of Columbia. The number 
from the different states and the Dis- 
trict of Columbia together with the 
number affirmed, reversed, and modi- 
fied are shown in tabular form on 
page 459, under the title “Leading 
Appeals from State Courts to the 
Supreme Court Since 1915.” 


‘ies impression conveyed by those 
who say the utility companies 
are resorting to the Federal courts is 
that this is an interference with state 
regulation and an invasion of states’ 
rights. How far and in what respect 
has the Supreme Court interfered in 
cases which have come to it by way 
of the state courts? 

Since the affirmance of state court 
decisions could scarcely be considered 
an interference with states’ rights in 
the matters of regulation, it will only 
be necessary to examine the reversals 
to determine what might have hap- 
pened but for the action of the Su- 
preme Court. 

One case involved the right to fix 
wages in certain industries, including 
the packing industry, declared by the 
Kansas legislature to be public utili- 
ties. The Supreme Court held that 
the packing industry is not a public 
utility and, therefore, cannot be made 
a public utility by legislative fiat ; and 
that the action empowering a state 
tribunal to fix the wages of its em- 
ployees was unconstitutional.’ It is 
doubtful if critics of regulation would 
object to that. Certainly labor would 
not. 

In another case the Supreme Court 
held that penalties aggregating $6,- 


300 for refusal to furnish service for 
a short time to a person in arrears, 
under a rule enforced against all per- 
sons which had not been declared il- 
legal in the state and which had been 
held reasonable elsewhere, was un- 
constitutional. The decision of the 
Supreme Court was unanimous. It 
would not appear to the average man 
to be so unreasonable or to be open 
to criticism. 

In a case in which the court of 
appeals of the District of Columbia 
was reversed the Interstate Commerce 
Commission refused to find “present 
cost of condemnation and damages 
in excess of original cost or present 
value of railway lands as required by 
an act of Congress” on the ground 
that this was, among other things, 
“beyond the possibility of rational de- 
termination.” * The Supreme Court 
merely held that the Commission 
must comply with the mandate of 
Congress. 

A reversal of the supreme court 
of Oklahoma involved the power of 
the Commission to apportion the ex- 
pense of a railroad crossing notwith- 
standing a valid contract by the terms 
of which the city agreed to bear the 
entire expense. The city tried to have 
this contract declared void on the 
ground that it was an attempted sur- 
render of the police power. The Su- 
preme Court held that the police 
power was not involved and, there- 
fore, sustained the contract.* The de- 
cision was unanimous. 


HE supreme court of California 
was reversed in an interesting 
and important case by a divided vote 
of the Supreme Court. It was held 
by the majority of the court that a 
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private motor carrier could not be re- 
quired as a condition to operation in 
the state to obtain a certificate of pub- 
lic convenience and necessity from the 
State Commission and thereby subject 
itself to regulation as a common car- 
rier. The court said that the law was 
well established and that a private in- 
dustry could not be converted into a 
public utility by legislative fiat, and 
that what could not be done directly 
could not be done indirectly. Mr. 
Justice Holmes, in writing the dis- 
senting opinion, did not appear to ob- 
ject to the general rule laid down by 
the majority but held that there was 
no doubt that the state might require 
the certificate of public convenience 
and necessity. Mr. Justice Brandeis 
concurred and Mr. Justice McReyn- 
olds seemed to be of the same opin- 
ion.® 

This case is of considerable im- 
portance because it seems to bear upon 
the question of the right of Massa- 
chusetts to require utility companies 
to enter into a contractual relation 
the object of which would be to com- 
pel the companies to waive their con- 
stitutional right to a return upon the 
value of their property. It has been 
urged that the state might in this way 
avoid the application of the constitu- 
tional provision against confiscation. 
Undoubtedly this is a case which the 
critics of regulation and of the Su- 
preme Court would object to. 


ao which came up from the 
court of appeals of the District 
of Columbia merely involved a ques- 
tion as to the statutory authority of 
the Interstate Commerce Commission 
to order the erection of a union pas- 


senger station. It was held that the 


law gave the Commission no such 
power. This was merely a question 
of statutory construction. The de- 
cision of the Supreme Court was 
unanimous.® 

Two cases, one from the supreme 
court of Minnesota and the other 
from the supreme court of South 
Dakota, involved the power of a state 
or Commission to require a railroad 
to erect stock scales.” It was held 
that no such power existed. The de- 
cisions were unanimous. 


HE well-known sleeping car case 

came up from the supreme court 
of Wisconsin. A statute prohibiting 
the letting down of an unengaged 
and unoccupied upper berth in a sleep- 
ing car was held to deprive the com- 
pany of its property. In this case 
Mr. Justice McKenna and Mr. Jus- 
tice Holmes dissented. This case in- 
volved a very close question as to 
which a difference of opinion could 
be reasonable expected.® 


HE question whether a State 

Commission could require the 
operation of a railroad at a loss was 
involved in an appeal from the su- 
preme court of Louisiana. The state 
court upheld the power of the Com- 
mission but it was reversed by the 
Supreme Court on the ground that 
such an order was confiscatory. The 
decision was unanimous. The opin- 
ion was written by Mr. Justice 
Holmes. In this case he said : “What- 
ever may be the forms required by 
the local law it cannot give the court 
or the Commission power to do what 
the Constitution of the United States 
forbids.”® That statement, of course, 
no one would dispute. All contro- 
versies have arisen over the question 
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ag ta support of the plea for regulating 
the utilities to the state courts in the 
first instance, it is said that the proper place 
for litigation of strictly local disputes is the 
state courts, and that the proper judges are 
state judges, and that the proper law ap- 
plicable is state law as defined by state 


decisions. 
ment. 


That is undoubtedly sound judg- 


“That, however, is already the rule fol- 


lowed in the Federal courts.” 





of whether this, that, or the other 
thing is forbidden by the general lan- 
guage of the Constitution. Such 
questions have to be decided by the 
Supreme Court and when decided the 
decision becomes the law of the land 
as effectively as if the specific lan- 
guage appeared in the Constitution 
itself. However much this requires 
the judgment of men who happen to 
be sitting on the court, it is the only 
way such questions can be decided and 
the only way orderly government can 
be continued. 


— cases involved a conflict 
between Federal and state pow- 


ets, turning upon the question 
whether the matter regulated was in- 
terstate commerce or whether the 
regulation attempted interfered with 
interstate commerce. 

A case from Missouri involved the 
tight of the state to exact a fee for 
approval of security issues of a_.rail- 
toad company. The Supreme Court 
held this to be an unlawful interfer- 
ence with interstate commerce while 
the main business of the railroad was 
interstate and the securities were se- 
cured by a mortgage on the entire 


line. This was a unanimous decision 
of the court. The opinion was writ- 
ten by Mr. Justice Holmes.” 

Three cases, one from Wisconsin, 
one from Texas, and one from Mis- 
souri, involved the right of a state to 
order the stoppage of through inter- 
state trains. The Supreme Court in 
all of these cases held that the states 
had exceeded their power. The de- 
cision in each case was unanimous.” 

A case involving the same princi- 
ple came to the Supreme Court from 
Missouri. It had to do with the 
power of the state to require through 
trains to make a detour. This was 
held to be unlawful as an interference 
with interstate commerce. The de- 
cision was unanimous.” 


S in right of a State Commission 
to issue an order with reference 
to the equipment of certain cars was 
involved in an appeal from Pennsyl- 
vania. The contention of the rail- 
road company was that a mail car 
which violated the order was moving 
in interstate commerce and that it was 
constructed in accordance with the 
regulations of the Post Office Depart- 
ment. The Supreme Court upheld 
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this contention. Mr. Justice Holmes 
wrote the opinion. There was a dis- 
senting opinion by Mr. Justice Clarke, 
who held that the United States had 
not exercised its authority by taking 
possession of the field. The differ- 
ence of opinion, therefore, was on a 
very narrow point and did not involve 
the question as to the superior right 
of Congress to regulate in its own 
field.” 


HE court of appeals of Ken- 
tucky was reversed in a case in 
which the Supreme Court held that a 
municipal regulation as to the num- 
ber of passengers on street cars be- 
tween Covington and Cincinnati over 
a river bridge was invalid as an in- 
terference with interstate commerce. 
State regulation of temperature of 
cars below 50 degrees Fahrenheit was 
also held invalid because unreasona- 
ble. The decision was unanimous.” 
The stock ticker case came to the 
Supreme Court from Massachusetts. 
The Supreme Court held that tele- 
graphic transmission of quotations of 
the New York Stock Exchange to 
Boston telegraph offices and then to 
brokers is interstate commerce with 
which the State Commission has no 
right to interfere. The State Com- 
mission had ordered the discontinu- 
ance of an alleged discrimination and 
was upheld by the state court. The 
Supreme Court decision was unani- 
mous. Mr. Justice Holmes wrote the 
opinion.” 


b feiasy there was the question, com- 
ing up from New York, of 
whether the transportation of natural 
gas through pipe lines from one state 
to another for delivery and sale to 


distributing utilities is interstate 


commerce over which State Commis- 
sions have no control. The court 
held that notwithstanding the fact 
that Congress had taken no action in 
the matter the state was without au- 
thority to regulate. This decision 
was unanimous.” 

Several of the reversal cases in- 
volved rates directly or indirectly. 

Three of the appeals involved the 
constitutionality of acts of the legis- 
latures of North Dakota, West Vir- 
ginia, and Pennsylvania. North Da- 
kota statutory rates for the transpor- 
tation of coal were held confiscatory 
as they were so low as to compel the 
railroad to transport for less than 
cost or without substantial compen- 
sation. Valuation was not involved. 
Mr. Justice Pitney dissented.” A 
West Virginia 2-cent passenger fare 
rate was also held confiscatory. It 
was said that it was clearly shown by 
the evidence that the company was 
compelled to carry passengers, if not 
at or below cost, merely at a nominal 
reward considering the volume of the 
traffic affected. This case did not in- 
volve valuation. The disputed ques- 
tion was whether the losses on the 
passenger traffic could be thrown on 
the shoulders of shippers. Mr. Jus- 
tice Pitney dissented from the ma- 
jority ruling.”® 

The Pennsylvania case passed upon 
the question whether a statute which 
withholds from the courts power to 
determine the question of confisca- 
tion according to their own independ- 
ent judgment when an action of a 
Commission in fixing the rate base 
comes to be considered on appeal vio- 
lates the due process clause of the 
Constitution. It was held that it did. 
This decision was by divided coutt. 


456 





PUBLIC UTILITIES FORTNIGHTLY 


Mr. Justice Brandeis wrote a dissent- 
ing opinion in which Mr. Justice 
Holmes and Mr. Justice Clarke con- 
curred.” 


— from Michigan involved the 
question whether fares fixed by 
a municipal ordinance, a valid con- 
tract as between railroad companies 
and the city, could be made to apply 
in territory annexed to the city by 
subsequent acts of the legislature. 
The court held that they could not; 
that to do so would impair the obli- 
gation of the contract. Mr. Justice 
Clarke and Mr. Justice Brandeis dis- 
sented.™ 

Another contract case came up to 
the Supreme Court from Georgia. 
The rates fixed by a franchise con- 
tract were held valid as against the 
objection that the rates were confisca- 
tory. The decision, however, was 
limited to fares within the limits of 
the municipality. As in the Michigan 
case it was held that the obligation 
of the contract was impaired by statu- 
tory extension of municipal limits and 
by court decisions making the con- 
tract applicable within the added terri- 
tory. In this case the decision of the 
Supreme Court was unanimous.” 


i ee much discussed Southwest- 
ern Bell Telephone Company 
Case came up to the Supreme Court 


e 


from Missouri. In this case it was 
held that some consideration must be 
given to present prices in fixing the 
value of utility property as the basis 
of computing the return; and that the 
44 per cent charge of the American 
Telephone & Telegraph Company to 
its subsidiary companies for services 
was not shown to be unreasonable. 
Mr. Justice Brandeis, with whom Mr. 
Justice Holmes concurred, wrote a 
lengthy opinion in this case holding 
that the rule in the case of Smyth v. 
Ames was legally and economically 
unsound. Mr. Justice Brandeis, 
however, concurred in the judgment 
for reversal on the ground that the 
rates would not produce a fair return 
even on prudent investment. 

This was the case in which an at- 
tempt was made to have the Supreme 
Court reverse the value rule that 
utilities are entitled to earn a return 
on the present value of their property 
which the court had consistently ad- 
hered to for many years. 


T= important Bluefield Water 
Works Case came to the Supreme 
Court from the supreme court of 


appeals of West Virginia. This was 
a water rate case. The state court 
upheld rates fixed by the Commission, 
but the decision was reversed by the 
Supreme Court on the ground that 


“Wuat the advocates of the prudent investment theory 
want is to prevent the application of the value rule laid 


down by the Supreme Court. 


Keeping utility companies 


out of the lower Federal courts will not accomplish that. 

Believers in the equity of the prudent investment theory 

would be just as insistent upon closing the state courts to 

utility companies, if they could, so long as the state courts 
apply this value rule.” 
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the uncontradicted evidence showed 
that the Commission had not accord- 
ed proper if any weight to the greatly 
enhanced costs of construction in 
1920 over those prevailing in 1915 
in arriving at the value of the com- 
pany’s property. Mr. Justice Bran- 
deis concurred in the judgment of re- 
versal for the reasons stated by him 
in the Southwestern Bell Telephone 
Company Case.* 


ee for gas and electric service 
upheld by the Ohio supreme 
court were reversed by the Supreme 
Court of the United States because 
of error in valuation and on the 
ground that the rates produced less 
than 5 per cent upon the value of the 
property. The decision of the court 
was unanimous.™ 

A decision from the supreme court 
of Washington which upheld an order 
of a Commission fixing railroad rates 
for the transportation of logs was re- 
versed on the ground that the rates 
were confiscatory and on the ground 
that the railroad was denied due 
process. It was held that the Com- 
mission order was based upon a find- 
ing made without evidence or upon a 
finding upon evidence which clearly 
did not support it. The Supreme 
Court decision was unanimous. The 
opinion was written by Mr. Justice 
Brandeis.* 

In a case from Indiana it was mere- 
ly held that a judgment which dis- 
missed a suit by a railroad company 
to restrain an order of the Commis- 
sion which authorized rates which 
were alleged to be confiscatory does 
not prevent the company from show- 
ing that the rates were invalid when 
an attempt is made to enforce them 


at a subsequent period. The original 
judgment was dismissed on the 
ground of lack of proof. Mr. Jus- 
tice Day, Mr. Justice Pitney, Mr. Jus- 
tice Brandeis, and Mr. Justice Clarke 
dissented.* 


I N an appeal from Idaho it was held 
that the state cannot require a 
railroad to haul logs at a loss even 
if the companies receive adequate 
revenues from the log haul within the 
state and the lumber haul between the 
states. This decision was _ unani- 
mous.*” 

The United Railways & Electric 
Company Case from Maryland in- 
volved only two questions. One was 
whether a return of 6.26 per cent on 
the value of the company’s property 
was confiscatory; and the other 
whether depreciation should be based 
upon present value or original cost. 
The majority of the court held that, 
inasmuch as the company had been 
compelled since 1920 to borrow 
money at a rate of interest well over 
7 per cent, a return of less than that 
was clearly confiscatory. The court 
also upheld the value basis for esti- 
mating depreciation. Justices Bran- 
deis, Holmes,, and Stone dissented. 


wo cases, one from North Da- 

kota and one from South Dako- 
ta, involved the right of the states to 
fix rates of utilities while under the 
control of the Federal Government. 
The superior right of the government 
was upheld. The North Dakota de- 
cision was a railroad case.” In this 
Mr. Justice Brandeis concurred in the 
result. The South Dakota case in- 
volved the power to fix local telephone 
rates. Mr. Justice Brandeis dis- 
sented. 
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Leading Regulation Appeals from State Courts 
to the Supreme Court Since 1915 


No. of Cases 


Louisiana 
Maryland 


New Jersey 
New York 
North Dakota 
Ohio 


Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

West Virginia 
Washington 
Wisconsin 
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The Pennsylvania supreme court 
affirmed an order of the Commission 
granting reparation for an alleged 
overcharge for the carriage of 
freight. The case was reversed by 
the Supreme Court on the ground 
that under the Federal laws the Inter- 
state Commerce Commission alone 
could order a reduction of rates. The 
decision was unanimous. The opin- 
ion was written by Mr. Justice 
Holmes.*4 


: | ‘ENNESSEE furnished an interest- 
ing case. A passenger desired to 
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be transported to a certain point by 
one route and to return by another. 
He purchased his tickets from an 
agent and paid for them. The price 
quoted by the agent was less than the 
legal rate established by the filed 
tariff. The railroad brought an action 
to recover the amount of the under- 
charge. The Supreme Court upheld 
the right of recovery. The ground 
was that the statute did not permit 
any deviation from the established 
rate on any ground whatsoever. Mr. 
Justice McReynolds dissented. 

An examination of these cases does 
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not disclose much which could be said 
to be an unwarranted interference 
with state sovereignty, or state regu- 
lation, even if adverse Supreme Court 
decisions could ever be regarded as 
“unwarranted interference.” 


"ik pe of the criticisms of the pres- 
ent practice is grounded on the 
“duplication of facilities.” A utility 
company may apply to a Federal court 
for relief from what it regards to be 
a confiscatory order of a State Com- 
mission. The State Commission has 
taken the evidence in the case, and 
upon that its decision is based. Upon 
going to the Federal court the evi- 
dence has to be taken all over again. 
This would seem to the laymen and 
perhaps to lawyers to be an unneces- 
sary expense and waste of time; but 
if so, the criticism does not apply to 
all of the cases which have gone to 
the Supreme Court by way of the 
lower Federal courts. 

Many of these cases have involved 
the question of the constitutionalitv 
of state statutes, including those fix- 
ing rates.’ A number have involved 
the validity of city ordinances. Some 
have dealt merely with procedural 
matters. Some turned on the con- 
struction of statutes. 

A few of the cases have, however, 
involved the constitutionality of rate 
orders made by State Commissions. 
The number as compared with the 
total amount of Commission litiga- 
tion and even the total amount of 
state or Federal court litigation is in- 
significant. 


& hows few cases, however, are 
undoubtedly regarded as im- 
portant because they deal with the 
fundamental question of what does 


or does not amount to the taking of 
utility companies’ property, what 
should or should not constitute the 
rate base, and what is or is not a rea- 
sonable return. 

Sending a case through the state 
courts, however, would not be likely 
to make much difference with the de- 
cisions on these fundamental ques- 
tions because the state courts would 
be bound to follow the rules laid down 
by the Supreme Court of the United 
States on questions affecting rights 
under the Constitution of the United 
States. 

In support of the plea for relegat- 
ing the utilities to the state courts in 
the first instance, it is said that the 
proper place for litigation of strictly 
local disputes is the state courts, and 
that the proper judges are state 
judges, and that the proper law ap- 
plicable is state law as defined by state 
decisions. That is undoubtedly sound 
doctrine. 

That, however, is already the rule 
followed in the Federal courts. 

So it would seem that whatever 
may be said for or against the pro- 
posed change in procedure, the sup- 
posed advantage to the ratepayers is 
greatly overestimated. 


ty does not appear from an exami- 
nation of the cases that utility 
companies have abused their privi- 
lege of appeal to the Federal courts 
even if it could be said that the asser- 
tion of a legal right is an abuse. It 
does not appear that the change in 
procedure would deprive utility com- 
panies of the right to earn a return 
on the value of their property if they 
cared to assert it. That right is the 
fundamental thing to which critics of 
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the Supreme Court, State Commis- 
sions, and of the public utilities ob- 
ject. 

What the advocates of the prudent 
investment theory want is to prevent 
the application of the value rule laid 
down by the Supreme Court. Keep- 
ing utility companies out of the lower 
Federal courts will not accomplish 
that. 

Believers in the equity of the pru- 


dent investment theory would be just 
as insistent upon closing the state 
courts to utility companies if they 
could so long as the state courts apply 
this value rule. 

If the Supreme Court should re- 
verse itself on the rate base question 
and adopt the prudent investment 
theory, all talk about unwarranted 
resort to the Federal courts by utility 
companies would promptly cease. 


= 
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Remarkable Remarks 





Ep. Howe 
Journalist and sage. 


F. P. Apams 
Newspaper columnist. 


NorMAN THOMAS 
Socialist and publicist. 


Warning on a power-line pole 
in New Zealand. 


BisHop ABBOTT 
of Kentucky. 


Heywoop Broun 
Humorist and Socialist candidate 
for Congress. 


Donap R. RICHBERG 
Lawyer and author. 


C, F. 


Tradepaper columnist. 


WituiAM A. PRENDERGAST 
Former Chairman, New York 
Public Service Commission. 


THEODORE DREISER 
Novelist. 


Joun W. McCarpLe 
Chairman, Indiana Public 
Service Commission. 


“Washington politics need regulation more than any- 
thing else.” 


aa 


“There is a school for gas inspectors, who undoubted- 
ly refer to it as Alma Meter.” 


¥ 


“The regulatory Commissions are hogtied by be- 
wildering decisions of the Federal courts.” 


Ma 


“Anyone who climbs this pole is liable to a fatal 
shock and a penalty of £10.” 


* 


“No one can seriously think that the world will be 
made perfect by political economists.” 


> 


“The most profound conservatives and reactionaries 
of the world are human beings below the age of five 
and over sixty.” 


> 


“The conspicuously successful operators of modern 
industry are the implacable enemies of democratic 
principles in the direction of industry and government.” 


> 


“With unemployment what it is, we call it unpatriotic 
for so many big utility firms to merge and throw hun- 
dreds of directors out of work.” 


> 


“The question of valuation has been forced into poli- 
tics, although study and knowledge of the subject prove 
it has no place there.” 

- 


“Take seventy-five clerks fresh out of college and 
turn the Pennsylvania Railroad over to them. They 
would run it as well or better than the present execu- 
tives do.” 


* 


“The upshot of all the journalistic furor which ac- 
companied the earlier stages of the Federal Trade Com- 
mission’s investigation (of the utilities), so far as I 
can ascertain, is exactly nothing.” 
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Joun E. Curtiss 
Chairman, Nebraska State 
Railway Commission. 


WiuiaM J. Bryan 
(In his famous Madison Square 
Garden Speech of 1906). 


ALBERT SHAW 
Editor of the “Review 
of Reviews.” 


DANIEL WILLARD 
President, Baltimore & 
Ohio Railroad. 


MatrHew S. SLoan 
President, The New York 
Edison, Company. 


FRANKLIN D. ROOSEVELT 
Governor of New York. 


CHarLes GorDoN 
Managing Director, American 
Gas Association. 


An editorial in “The Times,” 
N. Y. 


“I can’t say that I am entirely sold on the philosophy 
which causes us to say, ‘The customer is always right.’ 
He may not be, and it may be your (the utilities’) un- 
fortunate obligation to so inform him.” 


* 


“If the railroad managers do not run the railroads 
in the interest of the public rather than in the interest 
of the stockholders ultimately there will be government 
ownership.” 


Aa 


“The general public needs more protection from bad 
politicians and ignorant lawmakers than from the men 
in control of railroads, power companies, and large in- 
dustries in general.” 


* 


“I would not wish any prospective customer to use 
the B. & O., if it was evident that the service of some 
other railroad was better for his immediate require- 
ments. Business secured by misrepresentation is not 
an asset but a liability.” 


* 


“The laws and the machinery of public utility regula- 
tion are being recast to conform them to rapidly chang- 
ing conditions in the utility field. Unfortunately 
they are being recast amid a clamor of extremists the- 
ories, demagogic attacks, and political maneuverings.” 


* 


“If you have the kind of government in business that 
is successful, you pat yourself on the back and say that 
it is fine, and no one thinks about its being radical. If 
you haven’t, why then every one thinks it is altogether 
different.” 

A 


“Perhaps the heyday of the political sport of using 
traction as a football is passed, but there are many 
who still are willing to take another kick at the old 
ball, even though it may be considerably deflated, and 
may have lost much of its former ability to bring 
cheers from the bleachers.” 


* 


“If in the course of a few months a vigorous Com- 
mission can persuade a forward-looking executive to 
sit down and talk over a nickel rate, which may—we 
do not say will, for there is magic in cheap electricity— 
cause his company a loss of 5 per cent in revenue, it 
is rather too early to despair.” 
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NEW SOLUTIONS TO NEW PROBLEMS IN REGULATING 


The Gas Utilities 


4k gas industry has undergone important developments during 
the past year. Improvements in the art of long-distance trans- 
mission have made possible the availability of natural gas for large 
cities far removed from its source; the discovery and use of butanes 
have opened up virgin fields with innumerable possibilities for the 
rendition of gas service. All these physical developments have placed 
a corresponding burden on the regulatory agencies. Long-distance 
transmission injects the interstate commerce element. The mixture 
of natural and artificial gas gives rise to the question of “thermal” 
rate measurement. 


The following analysis of the leading decisions on gas regulation 
demonstrates that the Commissions are keeping pace with the 
mechanical development in the art of gas service; it may serve as 
the basis for speculation as to what we may expect in gas regulation 
for the future. 


By ELLSWORTH NICHOLS 


\ N 7 HEN John Baptist Van Hel- 
mont, over three hundred 
years ago, peered at his 

crude laboratory apparatus he discov- 


ered something produced by combus- 
tion which he called “Geist,” mean- 


ing spirit. Afterwards it was called 
“gas.” 

If he could have peered into the fu- 
ture and seen what was to be done 
with his “Geist,” his astonishment 
would have surpassed the wonder of 
the moderns who hear voices and see 
people riding through the air. 

Through the years he would have 
seen that gas used to light city streets 
and homes, supply heat, and propel 
engines. The horizon constantly ex- 
pands, and now gas, especially natu- 
ral gas, crosses the boundaries of 
states and regions. Texas gas is ex- 
pected to be used in Chicago. 


HIS huge development raises new 

problems. Producers must be 
paid and consumers must be allowed 
to obtain their gas on fair terms. In- 
vestors in the enterprise must be pro- 
tected. The Public Service Commis- 
sions are supervising the solution of 
these problems. Progress in this di- 
rection during the past year deserves 
our attention. 

Just how far that supervision may 
go is one of the problems of regula- 
tion. In this connection the Nebras- 
ka Commission has recently decided 
that a pipe line company transporting 
only its own gas is neither a common 
carrier nor a public service corpora- 
tion so as to warrant regulation by 
the Public Service Commission of the 
state." 


4 


tRe Nebraska Pipe Line Co. (Neb) 


P.U.R.1930B, 250. 
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The Regulation of Interstate 
Operations 


pe there is the question of in- 
terstate commerce. Neither a 
state nor its Commission can restrict 
such commerce. So in Colorado it is 
declared that the Commission has no 
jurisdiction over the rates of an in- 
terstate wholesale natural gas supply 
company for service to a local distrib- 
uting company.* 

For the purpose of bringing natural 
gas from Louisiana into the states of 
Mississippi, Alabama, and Georgia, 
the Southern Natural Gas Corpora- 
tion has been organized. For the pur- 
chase of such gas and its distribution 
in Alabama, the Alabama Natural Gas 
Corporation has been created. Both 
of these, according to the Alabama 
Commission, are owned or controlled 
by a third corporation. The question 
was presented to the Commission 
whether it had jurisdiction over the 
Southern Company, and the Commis- 
sion concluded that it had no super- 
visory powers over the construction 
of gas lines or the issuance of securi- 
ties by this company. 

The Commission was of the opin- 
ion, however, that it did have juris- 
diction over dealings between the Ala- 
bama and the Southern companies. 
In other words, the business of bring- 
ing gas into the state is an interstate 
operation not subject to state regula- 
tion, but dealings of the local com- 
pany which proposes to distribute the 
gas are under state control.® 


4 Re Arkansas Valley Nat. Gas Co. (Colo.) 
P.U.R.1930A, 454. See also Re Cheyenne 
rie Fuel & Power Co. (Wyo.) June 18, 


‘Alabama Pub. Service Commission v. 
— Nat. Gas Corp. (Ala.) P.U.R. 


The Regulation of Inter-related 
Companies 


i igen: complexities of modern inter- 
corporate relationship both with- 
in a state and between states are dem- 
onstrated in a proceeding brought be- 
fore the Maryland Commission. The 
Central Public Service Corporation, a 
Maryland company, asked authority 
to issue stock to the Central Public 
Service Company, a Delaware com- 
pany which controlled the Maryland 
organization. The Central Corpora- 
tion, itself, was a holding company 
and controlled another foreign corpo- 
ration called the Central Gas & Elec- 
tric Company, which in turn owned 
all or the majority of the common 
stock of the Hagerstown Light & 
Heat Company, which operated a gas 
plant in Maryland. 

The Commission, upon the advice 
of its general counsel, ruled that the 
Central Corporation was a link in a 
chain of control over the operating 
utility, and for this reason the Com- 
mission had jurisdiction over it under 
a law giving jurisdiction over compa- 
nies which control operating utilities. 

The Commission, however, dis- 
claimed jurisdiction over mere hold- 
ing companies, except where ‘their 
holdings carried with them the con- 
trol of such public utilities within the 
state over which the Commission had 
jurisdiction, and even then only to the 
extent that the activities of the hold- 
ing company might affect the welfare 
of the local operating subsidiary.* 
This decision was based upon the 
laws of Maryland, but the common 
control question may arise elsewhere. 


*Re Central Pub. Service Corp. (Md.) 
P.U.R.1930A, 32. 
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The Regulation of Foreign 
Corporations 


= is a common practice to require 
foreign corporations to comply 
with certain rules before doing busi- 
ness within a state. In Missouri a 
statute requires a foreign corporation 
to secure a license from the secretary 
of state before doing business there. 
This, it has been decided, does not ap- 
ply to a holding company whose activ- 
ities are limited to the acquisition of 
securities of other corporations and to 
the furnishing of financial and other 
administrative service to local corpo- 
rations.® 

The law applying to the District of 
Columbia is more stringent. It pro- 
hibits a foreign corporation or part- 
nership from acquiring more than 20 
per cent of the stock of a local utility 
operating in the District. When the 
Seaboard Investment Trust acquired 
stock of a local gas company, this law 
was tested, and it was held that the 
statute did not apply because the Sea- 
board Investment Trust was not a 
corporation or a partnership within 
the law, but was a Massachusetts 
Trust.® 


The Regulation of Competition 
for Business 


AS stated at the outset, adequate 
service is one of the goals of 
regulation. This enters into contests 
between utilities for the right to do 
business. The New York Commis- 
sion is authority for the ruling that as 
between two foreign holding compa- 


5 Re Utilities Power & Light Corp. (Mo.) 
P.U.R.1930B, 359. 

8 District of Columbia v. Seaboard Invest- 
- Trust (D. C. Sup. Ct.) P.U.R.1930A. 


nies, one of which was seeking au- 
thority to acquire from the other all 
of the outstanding capital stock of a 
local gas utility, control should be 
vested in the company which offered 
to stabilize the gas supply of the local 
utility by tying into it a supply of 
natural gas already under its control. 
This showed a greater promise of bet- 
ter service at more reasonable rates by 
the transfer of the stock.” 

Authority for new territory was 
awarded by the same Commission, as 
between two natural gas companies 
petitioning therefor, to that company 
by which the proposed construction 
could be more practically accom- 
plished, where such company was also 
preferred by all of the boards of the 
villages involved.® 


HERE two companies seeking au- 

thority to construct natural gas 
transmission line projects are depend- 
ent upon substantially the same 
sources of supply, their transmission 
lines would follow the same general 
route, and in general the same markets 
would be served by both, there are 
two fundamental questions to be de- 
cided: First, the relative ability and 
willingness of the two companies to 
meet adequately the needs of the pub- 
lic, and second, the necessity and de- 
sirability of competition. 

Taking this view, the California 
Commission, in granting one appli- 
cant authorization to construct a nat- 
ural gas transmission line project, de- 
nied certification to another applicant 
which did not show that it could fur- 
nish service of better quality or more 

7Re Columbia Gas & Electric Corp. (N. 


f P.U.R.1930B, 472. 
a a Gas Corp. (N. Y.) P.UR 
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A Glimpse Ahead in Gas Regulation 


— ygaeiage of gas service has dealt more 
with local problems, such as rate sched- 
ules and public relations, and less with the 
interstate commerce and intercorporate relation 
problems that confront the electric companies. 

Nevertheless, present-day improvements in 
the development of long-distance transmission 
of natural gas promise to make gas regulation 
more complicated in the future. 

The new “butane service” and “thermal rate 
measurement” are two specific phases of gas 
service that will receive important regulatory 


treatment in the immediate future. 





cheaply. But its project was substan- 
tially the same and its cost of capital 
greater. It did not have the advan- 
tage of other business in the same 
territory, and its desire was to serve 
principally industries and larger con- 
sumers. 

It was said that the inevitable re- 
sult of competition between a large, 
well-established company having ex- 
tensive resources and strong financial 
connections and a much smaller and 
weaker company entering a new field 
is unnecessary duplication, and ulti- 
mate consolidation, resulting in need- 
less expenditures, which it is one of 
the purposes of regulation to pre- 
vent. 


The Regulation of Methods of 
Paying for Gas 
i’ addition to these larger problems 
of public utility control, we have 
always with us the many questions 
pertaining to service and rates. Serv- 


_ 


®Re Western Nat. Gas Co. (Cal.) P.U.R. 
1930A, 307 = ‘ ; 


, . 


ice matters come closer to the individ- 
ual customer but they are expeditious- 
ly disposed of by the Commissions in 
large numbers without the necessity 
of formal proceedings and orders. 
Some, however, proceed to a formal 
determination, and, after a decision 
by the Commission, the disputed 
points may be carried into the 
courts. 

Years ago it was quite a common 
experience for a family to see the gas 
lights grow dim, and someone would 
have to find a quarter to drop in the 
meter. During recent years this type 
of meter has been generally replaced 
by meters which register the amount 
of gas used, which is paid for monthly 
according to the meter reading. Ree- 
ognition of the superiority of this 
practice is found in the reports of the 
Commissions. Thus we learn that the 
New Hampshire Commission has 
recommended that all prepayment me- 
ters of a gas utility be displaced as 
speedily as possible and straight me- 
ters substituted. The prepayment 
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meters were called obsolete and expen- 
sive.” 


The Regulation of the Obligation to 
Render Utility Service 


Wm a gas company has obtained 
the right to serve a particular 
community, it cannot pick and choose 
whom it wiil serve. This may be true 
even where two companies are in the 
field. So the West Virginia Commis- 
sion has ruled that an application by 
an industrial consumer for natural gas 
service, made in good faith and based 
on the fact that a utility’s rates were 
considerably lower than the rates of 
a competing company already render- 
ing service to the applicant, was a rea- 
sonable request for service.” 

The Commission disapproved the 
contention of the gas company that it 
was not obliged to serve a customer 
already served by a competitor where 
the legislature had not directly or by 
implication lodged with the Commis- 
sion power to provide protection for 
one utility against competition from 
another when both utilities had been 
legally authorized to do business in 
the same territory. 

It was said that when the authori- 
ties of a municipality, in the exercise 
of discretion exclusively conferred 
upon them by the legislature, have 
granted franchises to two competing 
utilities to serve in the same territory, 
then the legislative intent, as ex- 
pressed by the municipal agent, is not 
manifestly to protect either utility 
from the competition of the other; 
and the utility which has voluntarily 


10 Re Exeter Gas Light Co. (N. H.) P.U.R. 
1929E, 55. 
11 Huntington Brick & Tile Co. v. United 


Fuel Gas Co. (W. Va.) P.U.R.1930A, 321. 


sought and obtained the junior fran- 
chise cannot be heard to complain be- 
fore a Commission which had no part 
in creating such a situation and no au- 
thority to remedy it. 


The Regulation of the 
Abandonment of Service 


N” only must a utility supply 
service to new customers in its 


territory, but it must continue serv- 
ice which it has undertaken unless re- 
lieved from this duty by proper au- 
thority for substantial reasons. 

One of the ways in which the obli- 
gation of continuing service can be 
imposed upon a utility is by a statute 
specially imposing such a duty, which 
thereby becomes a part of the utility’s 
contract, either with the state or with 
the city, or both. Following this the- 
ory an Ohio court has held that an act 
of the legislature which imposes re- 
strictions upon the discontinuance of 
public utility service cannot be defeat- 
ed by a contract between a utility and 
a city. 


i was further ruled that a statute 
requiring a utility to secure per- 
mission of the Commission before it 
discontinues service is not an uncon- 
stitutional limitation upon the power 
of municipalities to contract, where 
the statute does not make the approval 
of the Commission a condition preced- 
ent to the execution of such contract. 
Nor is a statute which forbids a gas 
company, operating under contract 
with a municipality, to withdraw its 
service upon the expiration of such 
contract without obtaining permission 
from the Commission, invalid.” 


12 Cleveland v. East Ohio Gas Co. (Ohio 
Ct. App.) P.U.R.1929E, 29. 
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The Regulation of the Types of 
Rate Schedules 


A SATISFACTORY form of gas rate 

schedule is one of the major ob- 
jectives of the Commissions. In sev- 
eral communities—notably New York 
city and Northern California cities at 
present—controversies are being 
waged over this problem. The utili- 
ties usually ask for rates based on cost 
allocations which would make each 
customer, within practical limits, pay 
for the cost of his service. This is 
worked out by means of block rates, 
service charges, and minimum 
charges. Ratepayers have frequently 
been hostile to these forms of rates 
and frequently insist upon a straight 
consumption charge. 

Of course, the company is entitled 
to a gross return from all its custom- 
ers sufficient to yield a reasonable 


profit no matter how costs are divided 


between the patrons. But the promo- 
tion of business by making the rate 
per unit decrease as the quantity of 
gas used increases is favored, and, 
for that reason, the utilities attempt 
to establish those forms which have 
been called “promotional rates.” 


M ucH enlightenment on the sub- 
ject of costs in the gas business 
and their apportionment to the vari- 
ous classes of consumers is found in a 
decision by the New York Public 
Service Commission. From _ this 
source we learn that there are costs 
necessarily attached to a gas business 
which are imposed upon the company 
by customers irrespective of the 
amount of gas consumed. A con- 
sumer who does not take enough gas 
to reimburse the company for the cost 
of serving him will pass this deficiency 


on to his neighbors unless a form of 
rate is devised that will make such a 
customer compensate the company for 
the actual out-of-pocket expense in 
serving him. A rate system which re- 
lieves the individual consumer of costs 
directly and solely imposed by him 
and passes the deficiency thus created 
on to other customers, it is said, cre- 
ates an unjust and unreasonable rate.” 

In the allocation of these costs it is 
said that expenses directly imposed 
upon the company by the consumer 
that would not be incurred if such 
consumer were not attached to the 
main are properly chargeable to the in- 
dividual consumer. Some costs de- 
pend directly pon the number of con- 
sumers. In this category are the cost 
of meter readings, billing, handling 
consumer accounts, removing and re- 
setting meters, the maintenance and 
retirement of meters, and services and 
installation thereof, as well as work 
on a consumer’s premises, and return 
and taxes on meters and services and 
their installation. These, according 
to the Commission, are properly in- 
cluded in the initial charge and should 
be so distributed. 

The line of demarcation between 
costs that may be allocated among 
consumers on a per meter basis and 
those that should be allocated on a per 
hundred cubic feet of gas basis must 
be drawn somewhat arbitrarily, how- 
ever, as there are no gaps in gas en- 
terprises between the so called con- 
sumer-of-convenience accounts which 
cover costs due to the customer initia- 
tive and those that do not. 

The Commission in this instance 
approved a rate schedule containing a 


18 Customers for Gas v. Brooklyn Borough 
Gas Co. (N. Y.) P.U.R.1929D, 433. 
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return on the present fair value of its property, notwith- 


q “A UTILITY is entitled to a rate which will produce a fair 


standing the fact that the plant is capable of expansion and 
that a rate which is presently reasonable might, after such 
expansion, become excessive. 
anticipation of this future expansion, fix a rate which is 


presently unfair.” 


charge of $1 for the first 200 cubic 
feet or less, plus a commodity charge 
per hundred cubic feet, in order to 
make a division of costs as reasonably 
as possible. In New York state a gas 
service charge is prohibited by statute, 
but the Commission has ruled that a 
form of rate schedule which imposes 
an additional charge which is applica- 
ble to all consumers in this manner 
is not prohibited. 


a same Commission, however, 


in an earlier decision had reject- 
ed a readjustment of gas rate sched- 
ules offered by another company to 
equalize the burden of distribution 
costs and to promote a consumption 
of service, because of a lack of proof 
as to their reasonableness. This 
schedule called for a charge of 95 
cents for the first 200 cubic feet of gas 
or less per meter per month, with a 
charge of 9 cents per hundred cubic 
feet for all quantities in excess of that 
amount."* 

Two of the Commissioners dissent- 
ed and in an extended opinion ad- 
vanced the same theories expounded 
in the other case. Thereafter the mat- 
ter again came before the Commission 
and at the time of writing is still un- 
der investigation. 


14 Re Brooklyn Union Gas Co. (N. Y.) 
P.U.R.1929D, V1. 


e 


The Commission cannot, in 


HE Massachusetts Commission, 
in allowing a 50-cent service 
charge, said that the cost to the com- 
pany of maintaining property exclu- 
sively used by a domestic consumer, 
together with the service required ex- 
clusively on his account, averaged at 
least 50 cents a month regardless of 
consumption. Such a charge plus the 
commodity rate provided in a new 
schedule which was approved, it was 
found, would return to the company 
on the same value of business as in the 
preceding year, an income not great- 
er than that obtained under existing 
rates. The Commission expressed the 
hope that the new rates, however, 
would induce a larger use of the prod- 
uct and would insure the company 
against the carriage of customers at 
a loss.¥ 
The New Jersey Commission also 
gave its sanction to a rate schedule 
which was called “promotional.” This 
was designed to place the cost of gas 
more nearly upon a competitive basis 
in order to prevent loss of business 
and to create an additional demand 
for cooking, water heating, house 
heating, and industrial purposes. The 
future stability of the industry would 
thus be better assured. A minimum 
charge which would permit a gas con- 


15 Re Customers of Boston Consol. Gas 
Co. (Mass.) P.U.R.1929E, 9. 
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sumer to use so much gas for the 
initial charge that the difference left 
to cover customer costs would be in- 
adequate was declared to be discrim- 
inatory as against other consumers.” 


EVERAL of the Commissions have 
S recognized the popular opposition 
to service charges and minimum 
charges, particularly the former, and 
in establishing rate schedules have 
made concessions to this opposition. 
Thus in the case of an Alabama natu- 
ral gas company a promotional rate 
intended to stimulate consumption 
and to distribute equally the cost of 
service, while approved in principle, 
was modified so as to prevent any bur- 
densome increase to a_ substantial 
number of consumers who did not yet 
appreciate the justice of a strict ap- 
plication of the cost-of-service basis 
for rate distribution.” 

This matter also received the atten- 
tion of the New Hampshire Commis- 
sion, which approved a rate schedule 
containing a minimum bill. The mini- 
mum proposed by the company had 
been $1.50 for the first 500 cubic feet 
of gas, but the Commission adopted a 
trate of $1.11 for the first 200 cubic 
feet or less per month. It was said 
that the initial cost could not be re- 
duced without increasing the commo- 
dity rate, nor could the initial quantity 

1% Re Public Service Electric & Gas Co. 
(N. J.) P.U.R.1929E, 17. 


17 Re Alabama Utilities Service Co. (Ala.) 
P.U.R.1930B, 142. 


e 


be increased without the commodity 
rate increasing.” 


The Regulation of the Returns 
from Operations 


SIDE from the division of costs 
between classes of consumers in 
a single community, Commissions are 
sometimes called upon to determine 
the rights of consumers in different 
communities. The Wisconsin Com- 
mission has said that rates cannot be 
made for the individual consumer. 
They must be applied equally to a con- 
siderable unit of territory, and the in- 
dividual customer, whatever his loca- 
tion within the unit, must pay rates 
to cover the average cost of the unit. 
This is true in spite of the fact that 
his premises may be located just 
across the street from a person paying 
a different rate. There was said to be 
no reasonable justification for requir- 
ing the citizens of a metropolitan area 
to bear any of the costs of service in a 
contiguous, sparsely populated terri- 
tory, where the rates of the latter area 
compared favorably with any other 
service in the state for communities of 
comparable size and character, and 
where the inhabitants paid only a dif- 
ferential based upon the difference in 
the average cost of distribution in the 
two communities.” 
18 Re Exeter Gas Light Co. (N. H.) P.U.R. 


1929E, 55. 
on Wauwatosa (Wis.) P.U.R.1930A, 


service can be imposed upon a utility is by a statute specially 


q “OnE of the ways in which the obligation of continuing 


imposing such a duty, which thereby becomes a part of the 
utility’s contract, either with the state or with the city, 


or both.” 
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The Commission said further that 
where separate corporate entities are 
involved, even though both are owned 
or controlled by the same parties, the 
high rate of earnings of one corpora- 
tion cannot be used to justify a reduc- 
tion of the rates of the other if the 
other is not earning an excessive re- 
turn. Any reduction of the earnings 
of the more profitable company must 
be for the benefit of its own custom- 
ers who create the high earnings. 


A COMMISSION, in determining the 

total amount of return that a 
gas utility is entitled to receive, it has 
been held by a Federal district court, 
cannot compel the company to adopt 
rates which yield less than a fair re- 
turn although the utility itself might 
voluntarily adopt such rates. More- 
over, a utility is entitled to a rate 
which will produce a fair return on 
the present fair value of its property 
notwithstanding the fact that the plant 
is capable of expansion and that a 
rate which is presently reasonable 
might, after such expansion, become 
excessive. The Commission cannot, 
in anticipation of this future expan- 
sion, fix a rate which is presently 
unfair.” 


goes old candle-power basis for 
measuring gas was supplanted by 
the volumetric, or cubic-foot, basis 
when gas became valuable for heating 
or for use in Welsbach burners in- 
stead of being merely a means of 
creating an open flame. Now we are 
apparently entering upon another era 
of gas measurement. The Illinois 
Commission has permitted a gas util- 


20 Great Falls Gas Co. v. Public Service 
—_— (U. S. Dist. Ct.) P.U.R.1929E. 


ity to change its form of rate sched- 
ules so that instead of charging by the 
number of cubic feet of gas used, the 
company may charge according to the 
number of therms used.** 


Wm may eventually amount to 
serious competition with the 
present gas manufacturing plants is 
forecast by recent development of 
butane gas service. The use of bu- 
tane gas has been the object of experi- 
mentation in several states. 

The Illinois Commission has briefly 
discussed some of the characteristics 
and merits of butane gas and has stat- 
ed that a butane gas plant may be 
installed and placed in operation at a 
much lower initial cost than a plant 
producing water or coal gas, and that 
it has certain other advantages in 
relatively small communities.” 


{_" utilities are ordinarily of a 
more local character than elec- 
tric utilities, which may extend by 
means of transmission lines over ex- 


tensive areas. Therefore, they have 
not faced some of the problems with 
which the electric utilities under the 
supervision of the Commissions have 
had to cope. But the Commissions 
have been busily engaged in settling 
the questions which are of a more lo- 
cal character, such as the form of rate 
schedules and service relations with 
customers. It may be anticipated, 
however, because of the great exten- 
sion of natural gas pipe lines, they will 
soon be confronted with some of the 
problems faced by the interconnecting 
electric utilities. 


21 Re Peoples Gas Light & Coke Co. No. 
2175, July 29, 1930. 

22 Re Southeastern Illinois Gas Co. (IIl.) 
P.U.R.1930B, 379. See also P.U.R.1930D, 421. 
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Contemptuous Criticism of a Commission Is Rebuked 


CcoRDING to the Judicial Bulletin 
A published by the Public Utilities 
Information Bureau of the Oklahoma 
Utilities Association, the Nebraska 
Railway Commission is not likely to re- 
gard lightly remarks, the effect of 
which is to cause the public to hold 
the state regulatory body in dis- 
respect. 

It is reported that at a hearing Com- 
missioner Charles A. Randall barred 
an attorney from representing patrons 
of a telephone company for refusing 
to apologize for, or retract, a statement 
he had made at a mass meeting when 
protests were being made against a rate 
increase. The statement reported was 
that because of social relations between 
the members of the Railway Commis- 
sion and the officials of the telephone 
company, it was impossible to get jus- 
tice for the people in a case in which 
the company was a party. 

Commissioner Randall is reported to 
have said that the time had come for 
the Commission publicly to resent at- 
tacks of this character; that the Com- 
mission, a creature of the Constitution, 
with certain powers given by the legis- 
lature, was a quasi-court; that the peo- 
ple should know that the Commission- 
ers take just as solemn an oath as do 
the judges of the courts, and that those 
who believe Commission decisions er- 
roneous have the right of appeal; but 


that contemptuous criticism of its de- 
cisions and the ascribing of improper 
motives to its members constitute an of- 
fense; and that he did not intend longer 
to sit by and allow such freedom of 
attack upon the honesty and good faith 
of the Commissioners. 

Whatever may or may not be the 
legal justification of the Commission 
for its action in the matter, it should 
have the moral approval of all citizens 
interested in the orderly process of gov- 
ernment. 

Saying that it is impossible to get 
justice is a very old device of defeated 
attorneys practicing before the courts. 
It tends to dull the keen edge of defeat. 
It is an alibi both for the lawyer and 
his client. It is always hard to con- 
vince a party to a law suit that there 
can be anything wrong with his case. 
If the other side wins, it is, therefore, 
easy for him to believe that it must 
have been by some sort of chicanery. 

This species of criticism appears fre- 
quently in the administration of the 
criminal law. The convicted client is 
never guilty. He is always “framed” 
by the public authorities or somebody 
else. 

Those who are very free in imputing 
improper motives to others are always 
the first to resent a similar attack on 
their own. The practice is a favorite 
trick of the sophist. 








The Utility Corporation Sits Up 
and Shakes Hands 


N the old, hard-boiled days, when the utilities were too 
busy in construction and acquisition to pay attention 
to public opinion, baiting the corporations was a popular 


indoor sport. 


Here is the story of a newspaper reporter 


who “panned hell out of ’em”—and got a job from the 
company he panned. 


By HERBERT COREY 


, \HE scene must have been prac- 
tically perfect. On the im- 
portant side of the room sat 

two or three strong officials of the 

Consolidated Gas Company of New 

York. This was twenty-odd years 

ago. The word “strong” is used in 

the German sense, which means well- 
strong. This is a purely imagina- 
tive reconstruction of what happened 
and I will join any one in denying it. 

On the low or fungus side of the 

room sat Robert E. Livingston, then 

a reporter on the New York Herald. 

Commodore James Gordon Bennett 

then owned the Herald. After a 

course under James Gordon Bennett 

a reporter was numb to any sensation 

short of a broken leg. 

“Have you ever written anything 
against public service corporations?” 
asked the officials. They dangled eye- 


glasses at the ends of long black cords. 
They teetered in their swivel chairs. 

“Lord, yes,” said Livingston. 

He told them of his latest offence. 
A corporation, not now to be identi- 
fied, had dug a large red hole in 44th 
street opposite Mr. David Belasco’s 
theater, and had then gone away and 
left it. Strangers had piled pipes on 
the edge of the hole and gone away 
and left them. Mr. Belasco’s paster 
and poster men had smeared blue and 
white bills on the pipes and gone away 
and left them. Between the first and 
second acts the lapse of months is in- 
dicated. 

“Bob,” said William Reick, “what 
is the matter with these business men 
on 44th street who are writing letters? 
Go and find out.” 

Mr. Reick was editor of the New 
York Herald. The letters had been 
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written by the commercial neighbors 
of the pile of pipes. 

“We do not complain when streets 
are torn up,” they said. Twenty or 
thirty of them had said: “But we 
want the holes filled up in time. Dave 
Belasco’s posters on those pipes are 
so old they are putrid.” 


— was in the fine old days 
when horse cars rattled on the 
streets of New York. In the coldest 
days straw was shoveled into them 
and left there until the conductors 
could grow mushrooms under the 
stove. There were cable cars that 
knocked immigrants cock-eyed on 
Deadman’s Curve. Telephones must 
be cranked before using. Reporters 
sang glees in Jack’s at night and 
covered their assignments on foot. If 
it rained they had holes in their soles. 
Mr. Livingston listened to the whim- 
pering merchants and then hunted up 
the offending corporation. 

“Nobody would say anything,” he 
reported to Reick. 

“What do you mean, nobody?” 

“Everybody,” said Livingston. 
“The president and the vice president 
and the secretary and the treasurer 
and everybody. They all said they 
were not in. Nobody had a word to 
say about anything. Even the ele- 
vator man gave me a flint eye.” 

“Pan ’em,” said Mr. Reick, “pan 
hell out of ’em.”’ 

When Mr. _ Livingston was 
stretched on the rack he told this 
story with enjoyment. He had rasped 
the tender hide off officials who 
had believed themselves as immune 
as a delicatessen clerk in a pellagra 
district. The hole was filled.up that 
night and the pipes were taken 


away, but the hides stayed off. 

“Fine,” said the officials of the 
Consolidated Gas Company. “If you 
are the man who did that we want 
you. It was a damn fine story.” 

Some one told me about this and I 
ambled down to the offices of the 
Consolidated Gas Company to see Mr. 
Livingston. He did not confirm it. 
He merely grinned. But it is a fact 
that his employment by the Consoli- 
dated Gas Company twenty-odd years 
ago was one of the first gestures made 
by the larger corporations of this 
country toward better understanding 
by the public. The word “under- 
standing” is used intentionally. No 
corporation intentionally antagonized 
its customers. Neither side under- 
stood. 


A= public service corporations, or 

almost all, dubbed their shots at 
the affection of the populace in those 
days. This was not, or so it seems to 
me, the fault of either side. It wasa 
rougher, tougher period than today. 
The corporations were just beginning 
to get their feet on the ground. They 
had been so busily engaged in con- 
struction and acquisition that their 
heads had no time to give to other 
aspects of their problem. They were 
engaged in what amounted to war. 
Demagogues whooped about them. 
Individuals who dealt with them had 
been taught to cock chips on their 
shoulders. Legislatures entertained 
jack-ass bills. A public service cor- 
poration was considered by many al- 
most a public enemy. 

“T honestly believe there is friend- 
ship and understanding now between 
the public and the average public serv- 
ice corporation,” said Mr. Livingston. 
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One Form of Public Service that the Commissions 
Do Not Regulate 


“_— now and then some one will try to evade 
this world’s cares by putting his head in an oven, 
the wagon crews of the gas company were trained in the 
use of pulmotors. Then the better inhalator replaced the 
pulmotor. It is not necessary to be a gas user to secure 
the inflation rights from one of these sternly effective 
engines. Those who go to sleep at the bottom of a swim- 
ming tank or dive into a peach crate off an East River 


wharf are treated as well. 


Hospitals call for the emer- 


gency inhalators. No charge.” 





M r. Livingston might well be 
called the dean of the public re- 
lations counselors. The members of 
that body of dignitaries for the most 
part began as press agents. They 
were haled from Jack’s and had their 
soles cobbled up in order that they 
might get pleasing stories in the 
papers. As understanding grew their 
scythes cut wider swaths. Nowa- 
days the public relations counselor 
tries to aid a better understanding be- 
tween corporation and public. This 
is not to be acomplished by mere print. 
The public must be informed upon the 
problems confronting the corporation 
and convinced of its desire to go four- 
fourths of the way in its effort to 
meet the communal needs. 

“We began with the elevator man,” 
said Mr. Livingston. 

Subscribers who came in to tell of 
the illicit speed of their meters missed 
the elevator man. He had helped 
them to get into a fine, belligerent 
state of mind before they reached the 
clerk who let them sit on a hard bench 
long enough to miss the first three 
innings. By the time they got to the 


man who could do something about 
it, if he wished, their mildest whispers 
sounded like the meditations of a tiger 
confronted by a defiant negro child. 

“Complaint clerk?” asked the re- 
vised elevator man. ‘Yes, Ma’am. 
Fifth floor, please. Isn’t it a nice 
day?” 


Fey clerks were given a course 
in courtesy and good temper. 
Customers came in like March and 
went out like lambs. Complaints were 
welcomed ; yes, welcomed. The com- 
pany had always tried to give the best 
service possible and now it undertook 
to make that fact apparent. When 
Pro Bono had a literary fit in the 
afternoon paper he was responded to 
in good temper. Mr. Livingston is a 
sympathetic soul and saw that there 
is an excellent reason why gas users 
may be fussed by their bills: 

“They do not see what they are 
buying,” he points out. 

The housewife, who goes down 
town with $5 for potatoes, pans, 
and spring onions, can sit down at 
home and adjust the balance to the 
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purchases. If she has but 17 cents 
left she has at least $4.83 worth of 
tangible articles. She looks coldly on 
a gas bill of $4.83. Last month it was 
but $2.40; 

“We didn’t burn a mite more gas 
this month as 


IVINGSTON began a campaign of 

education. He advertised the 
utter simplicity of a meter and showed 
that it is almost impossible for it to 
go wrong. Twenty-odd years ago it 
was an article of faith with the con- 
sumer that the meter was unchaste. 
In the most recent month’s report 
there were but thirty complaints from 
the 1,061,527 meters of the Consoli- 
dated Gas Company. Twenty were 
proven to be accurate, three were 
slow, and only seven fast. The 
chemists would say there was but a 
trace of error. 

The liking for friendship grew with 
the company. It became a matter of 
pride to give service on the hop. 
Emergency wagon crews boast of 
their speed. Because now and then 
some one will try to evade this world’s 
cares by putting his head in an oven, 
the wagon crews were trained in the 
use of pulmotors. Then the better 
inhalator replaced the pulmotor. It 
is not necessary to be a gas user to 
secure the inflation rights from one 
of these sternly effective engines. 
Those who go to sleep at the bottom 
of a swimming tank or dive into a 
peach crate off an East River wharf 
are treated as well. Hospitals call for 


the emergency inhalators. No charge. 


A RICH man telephoned that his 
kitchen range was no good and 
that he had a big dinner on for that 
night and his wife was engaged with 
the hair curler and would something 
be done about it at once? The crew 
raced to his door to find a kitchen 
that had not been cleaned since Mad 
Anthony Wayne was a man about 
town. When the range had been 
swabbed out, the boss wagon man 
spoke to the owner; 

“Tf I were you,” he said, “I would 
have some of that scum scraped off 
the walls and ceiling. It’s liable to 
fall in the soup.” 

“Tt often does,” said the rich man 
grimly. 

The next call was at a Third avenue 
flat. Lecturers were sent around to 
tell housewives how to get the best 
out of the gas used. It is not to the 
advantage of the company to permit 
the consumer to be wasteful. Costly 
laboratories are set up to insure the 
highest factors of efficiency and safe- 
ty in the appliances sold. Advertising 
campaigns pointed out the wisdom of 
buying these appliances from the com- 
pany interested in giving good service 
rather than from storekeepers en- 
gaged in shuffling off odd lots of junk. 
The whole tone of corporate-public 
relations has changed; 

“The fact is,” said Mr. Livingston, 
“T’d forgotten the old days when we 
were not liked. We do not get the 
raspberry now.” 





Has Art and Beauty a Commercial Value 
to the Public Utilities? 


Mr. Earnest Ermo Catkins, widely known as an authority on mer- 
chandising and public relations problems, tells his reasons for answering 
“Yes”—in the next number of Pustic Utimities FortnicHtty. 
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A Blind Spot in Regulation 


Just where does the authority of the State Com- 

mission end and that of the Interstate Commerce 

Commission begin? To this puzzling question—as 

specifically illustrated in the famous union passen- 

ger station litigation in Los Angeles—the Supreme 

Court of the United States is now called upon for 
an answer. 


By ARTHUR T. GEORGE 


the last time—the Los Angeles 

union passenger station litiga- 
tion is before the United States Su- 
preme Court. Three railroad compa- 
nies are chiefly involved: The South- 
ern Pacific Company, the Atchison, 
Topeka & Santa Fe Railway Com- 
pany, and Los Angeles & Salt Lake 
Railroad Company. They have re- 
cently perfected an appeal from the 
decision of the California supreme 
court rendered May 27, 1930, uphold- 
ing an order of the Railroad Commis- 
sion of California directing them to 
construct and operate a union passen- 
ger station in the city of Los Angel- 
es. It is because the eyes of practi- 
cally every State Commission and 
railroad are on this litigation, that 


| hee the third time—and perhaps 


1The decision of the California supreme 
court in question, Atchison, T. & S. F. R. 
Co. v. Railroad Commission, is reported in 
full in this issue, P.U.R.1930E, 18. 


this brief history of the case is pre- 
sented. 

In July 1916 certain civic associa- 
tions in Los Angeles petitioned the 
California Commission for an order 
requiring all of the railroads entering 
Los Angeles to abolish certain grade 
crossings and to establish a common 
union depot. The Commission was 
uncertain as to its jurisdiction under 
state law to require such changes in 
streets within the city of Los Angeles. 
To remove that uncertainty before en- 
tering upon an extended hearing, the 
Commission refused to proceed until 
application should first be made to the 
California supreme court requiring it 
to do so. 

Accordingly the civic associations 
filed a petition for “writ of mandate,” 
which is the legal term for an official 
command of a higher court to an in- 
ferior tribunal; upon which a deci- 
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sion was made by the California su- 
preme court June 11, 1917. The court 
ordered “that the Railroad Commis- 
sion proceed to consider and deter- 
mine, upon the merits, the complaints 
made to it by the plaintiffs herein.” * 

Thereupon the California Commis- 
sion entered upon an investigation, 
hearings in which extended over a pe- 


| oe this decision the railroads ap- 
pealed to the supreme court of 
California, contending, among other 
things, that the Transportation Act of 
1920 had operated to divest the Cali- 
fornia Commission of its jurisdiction 
to require the construction of a union 
station. Their appeal was sustained 
by that court December 19, 1922, the 


court holding : 

“That full power and authority 
over the matter of union terminal de- 
pot facilities of the railroads which 
are largely engaged in interstate com- 


riod of four years. Its decision was 
rendered December 6, 1921, and the 
railroads were directed to file plans 
for the elimination of certain grade 
crossings and for a union passenger onan fone tonnes eum i oi 
station to be constructed by them Interstate Commerce Commission 
when approved by the Commission.® 2Y oe ae the Railroad 


#(175 Cal. 441.) 
$ (20 Cal. R. C. R. 937.) 


Commission of California . . 
has been divested of the power, au- 





H ERE is an article that will interest every State Commissioner and 
most of the public utility executives in the country. 


WHEN Congress placed the railroads of this country under the juris- 
diction of the Interstate Commerce Commission, the power of the State 
Commissions over these carriers was very largely superseded. There 
still exists, however, a considerable amount of debatable territory be- 
tween the remaining power of the State Boards over purely local 
phases of rail service and the exclusive control of the Federal Commis- 
sion over interstate service. This uncertainty of the law has long 
vier cong and embarrassed the functioning of both the Federal and state 

dies 


THE most significant example of this legal blind spot is the history 
of the efforts to obtain a new union station terminal for Los Angeles. 
Since 1916 this battle has waged before four courts and two Commis- 
sions, and even now an appeal pends before the highest tribunal and 
no one can say that even this will complete the final chapter of litiga- 
tion that has cost hundreds of thousands of dollars to the railroads 
and taxpayers. 


First it was decided that the California Commission could not order 
the terminal ; then that the Interstate Commerce Commission could not 
order it either ; then that both together might compel the carriers to 
effect the change. But let Mr. George, attorney, trace the history of the 
tedious course of this record-breaking case. 


Los ANGELES is by no means the only American city that needs new 
rail terminal facilities; the same problem could arise in almost any 
state in the Union. Perhaps this story may serve as a guide to other 
Commissions to profit by the experience of the California Commission 
should a similar matter ever come before them and enable them to 
take legal short cuts to avoid expensive litigation. Perhaps it will 
serve to persuade readers interested in all carriers to attempt to settle- 
their terminal controversies by compromise and agreement, rather than 
embark on a law suit that might bankrupt them. 

—Tue Epirors 
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thority, and jurisdiction over that 
subject, sought by it to be exer- 
cised.” * 


From this decision of the Califor- 
nia supreme court the California 
Commission appealed to the United 
States Supreme Court. The city of 
Los Angeles also proceeded to extend 
the battle along a wider front by mak- 
ing an application to the Interstate 
Commerce Commission asking that 
Commission to require the railroads 
to construct the union station. 

Meanwhile the decision of the 
United States Supreme Court on the 
State Commission’s appeal was ren- 
dered on April 7, 1924. The judg- 
ment of the supreme court of Califor- 
nia was affirmed in an opinion written 
by the late Chief Justice Taft. But 
it was uncertain as to the meaning of 
this opinion which has, to a large ex- 
tent, led to the various proceedings 
and decisions since that date. The 
decision, in any event, was not as 
sweeping as was the California su- 
preme court decision and it did not 
hold that the Transportation Act had 
divested the state authorities of all ju- 
risdiction over the matter of union 
passenger stations. 

The California Commission con- 
tended that since the Interstate Com- 
merce Act contains no specific provi- 
sion for the supervision of interstate 
union stations by the Interstate Com- 
merce Commission, the whole subject 
must remain in the control of state au- 
thorities. In answer to this conten- 
tion the highest court said : 


“We think, however, that means of 
control over installation of such new 
union stations for interstate carriers 
is given to the Interstate Commerce 


# (190 Cal. 214.) 


Commission in amended paragraphs 
(18 to 21) of § 402 (providing for 
issuance of certificates of convenience 
and necessity). ‘ 
we think, 


Such a cer- 
necessary. 
. For the reasons given, we 
think the course taken by the city of 
Los Angeles (in making the aforesaid 
application to the Interstate Com- 
merce Commission) was the correct 
one. Until the Interstate Commerce 
Commission shall have acted under 
paragraphs 18 to 21 the re- 
Spondent railways cannot be required 
to provide a new interstate union sta- 
tion, and to extend their main tracks 
thereto, as ordered by the State Rail- 
road Commission.” ® 


tificate is, 


FTER this decision the proceeding 
before the Interstate Commerce 
Commission was pressed forward. 
The Southern Pacific and Salt Lake 
lines presented a different proposal, 
and asked for the necessary certificate 
to enable the same to be carried out. 
The Federal Commission ruled on 
this July 6, 1925. The situation in 
Los Angeles was exhaustively dis- 
cussed and the alternative proposition 
of the carriers was found to be inade- 
quate. A union station substantially 
as proposed in a plan prepared by the 
engineering department of the Cali- 
fornia Commission and contained in 
the record of the proceedings before 
that Commission, was found to be rea- 
sonably required in the public interest, 
and not to involve expense which 
would impair the ability of the car- 
riers to perform their respective du- 
ties to the public. 

The Interstate Commerce Commis- 
sion, however, made no order requir- 
ing the construction. It held that its 
jurisdiction was confined solely to is- 
suing a certificate of convenience and 


5 (264 U. S. 331, P.U.R.1924D, 246.) 
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was found to be reasonably 


“A UNION station . . 
required in the public interest, and not to involve expense 
which would impair the ability of the carriers to perform 


their respective duties to the public. 


The Interstate Com- 


merce Commission, however, made no order requiring the 


construction. 


It held that its jurisdiction was confined 


solely to issuing a certificate of convenience and necessity 
to enable the carrying out of a plan voluntarily proposed by 
the railroads or ordered by the California Commission.” 


necessity to enable the carrying out of 
a plan voluntarily proposed by the 
railroads or ordered by the California 
Commission. Now, inasmuch as the 
California Commission’s order had 
been annulled, the Interstate Com- 
merce Commission ruled that it would 
retain jurisdiction of the matter “for 
the purpose of making such further 
findings and orders and issuing such 
certificates as the record warrants.” ® 


eerrwe this ruling of the Inter- 


state Commerce Commission, the 
California Commission reopened the 
original proceeding for further hear- 
ing of evidence and argument. Its de- 
cision was rendered July 8, 1927, and 
required the construction of a union 
station in the so-called Plaza area of 
Los Angeles in accordance with the 
general plan which had met with the 
approval of the Interstate Commerce 
Commission in its decision of July 6, 
1925. The State Commission further 
provided that its order should become 
effective 


“from and after the promulgation by 
the Interstate Commerce Commission 
of an order issuing and granting 
proper and sufficient certificates or 
other appropriate order or orders 
covering and authorizing the con- 
struction, extensions, and abandon- 


*(100 Inters. Com. Rep. 421.) 


7 


ments herein authorized or directed, 
it being the intent of this Commission 
that the issuance of such certificates 
or other order or orders on the part 
of the Interstate Commerce Commis- 
sion shall be and constitute a condi- 
tion precedent to the effectiveness of 

the said order of this Commission.” 7 

Immediately the railroad companies 
filed with the State Commission peti- 
tions for rehearing. 

Thereupon the California Commis- 
sion asked the Interstate Commerce 
Commission to issue such certificates 
and orders as might be required to 
make its own order effective. The 
city of Los Angeles continued to urge 
that the Federal Commission should 
compel the carriers to construct the 
union station proposed. The Inter- 
state Commerce Commission, how- 
ever, confined its action to the issuance 
of a certificate authorizing the con- 
struction and abandonment as direct- 
ed by the California Commission. 

Commissioners Eastman, Lewis, 
and McManamy of the Federal 
Board, in a concurring report, ex- 
pressed the view that the Interstate 
Commerce Commission should also 
make the mandatory order sought by 
the city of Los Angeles. Commis- 
sioner Brainerd dissented upon the 


- Cal. R. C. R. 151, P.U.R.1928A, 152, 
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ground, urged by the railroads that 
the Commission was without jurisdic- 
tion to issue a certificate of conven- 
ience and necessity not asked for by 
the carriers, and also upon the ground 
that the order failed to give due con- 
sideration to the necessity for eco- 
nomical management. This official 
decision was rendered May 8, 1928.° 


o_o. city of Los Angeles made the 
next move. It filed in the su- 
preme court of the District of Colum- 
bia a petition for a “writ of mandate” 
requiring the Interstate Commerce 
Commission to exercise jurisdiction 
to make a mandatory order, claiming 
that upon the facts found by that 
Commission it was its duty to issue 
the order. The petition was denied 
without opinion in October 1928. On 
appeal by the city of Los Angeles to 
the court of appeals of the District of 
Columbia judgment was reversed and 
the Interstate Commerce Commission 
directed to exercise such jurisdiction. 
On appeal to the United States Su- 
preme Court this ruling was again re- 
versed, and Chief Justice Taft handed 
down an opinion to the effect that the 
Interstate Commerce Commission was 
without jurisdiction to issue the man- 
datory order requested by the city of 
Los Angeles.® 
; (142 Inters. Com. 


489.) 
® (280 U. S. 52, P. un R Fi930A, 376, decided 
November 25, 1929.) 


os of the last-mentioned decision 
of the Interstate Commerce 
Commission was received and filed by 
the California Railroad Commission 
on May 25, 1928. On May 26, 1928, 
the pending petitions of the railroad 
companies for rehearing were denied 
and the proceedings then appealed to 
the California supreme court by de- 
fendant carriers. The California 
court rendered its decision upholding 
the Commission’s order on May 27, 
1930 (288 Pac. 775) and appeal to 
the United States Supreme Court was 
perfected by the carriers June 26, 
1930. This was the last official judi- 
cial action up to the time this article 
is written. 

As to their latest appeal the rail- 
road companies indicate that they will 
urge in the United States Supreme 
Court the various Federal questions 
that were urged before the California 
supreme court. These contentions 
were discussed at length in the Cali- 
fornia supreme court decision,” and 
need not be repeated here. Suffice it 
to say that the questions presented are 
questions of magnitude and of the ut- 
most importance to the railroads of 
the country and the state regulatory 
Commissions. 

It is anticipated that argument will 
be heard by the United States Su- 
preme Court early in 1931. 


10 Infra. 





<4 I F the 70 million horsepower of electric energy toiling night and 

day for the American people should suddenly stop work, not 
only our civilization but the whole world would stagger under the 
blow. Our crops could not be cultivated, or harvested, or moved; 
mills and factories would shut down, coal could not be mined, trans- 
portation and communication would cease, hospitals would be crip- 
pled; the millions of people in the skyscrapers and hotels would go 
idle and hungry. Neither plague, nor war, nor famine could wreak 


such destruction upon our people.” 


—MAatTTHEW S. SLOAN 


PRESIDENT, NEW YORK EDISON COMPANY 
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Death Rides the Trolley 


No. 8: HeERoEs oF THE ARMY OF INDUSTRY 


The story of a street car conductor who converted a tragic 
moment into an opportunity to demonstrate a spirit of 
service to his company and to the public. 


By ARMSTRONG PERRY 


UPPOSE you had gone to the car 
ss barn in the darkness of a chilly 
winter’s morning and with a 
fellow employee, who was your neigh- 
bor and friend, you had fixed your 
car ready to go out. At leaving time 
you had started, he on the front end 
and you on the rear end. And ten 
minutes later, with the car bowling 
along as though nothing had hap- 
pened, you had looked up and found 
it was running itself, with no hand 
on the power or the air. 

That is what happened to John 
Houck, a conductor of the Harrisburg 
(Pa.) Traction Company a short time 
ago. 
Houck had been with the company 
for over five years, which would 
prove, even if his characterful face 
did not, that he knew the difference 
between the company’s money and his 
own money and that he could handle 
the job. 

He had tried working on the front 
end for a few weeks at one time, but 
it brought him so near to a nervous 
breakdown that his doctor told him to 
go back to the other end of the bell 
cord. As a motorman he just would 
not do; he was not the motorman 


type. 


H°* had been through the typ- 
ical, unavoidable accidents that 
happen to all street car men. Once 
a Ford sedan popped across the rails 
ahead of the car just as he started. 
His car caught a rear wheel of the 
flivver and spun the machine like a 
top. The damage amounted to only 
two flat tires—or three, counting the 
saucer-eyed man at the wheel—and 
the expression of this driver as he 
took the consequences of his lack of 
judgment was worth the price. 

Another time Houck set the brakes 
as a car ahead slowed down, and 
found that the rails had been greased 
by the drip from an oil truck. He 
slid into a rear-end collision that 
looked bad but only broke two slats 
in the fender. 

A third accident happened to an- 
other car while Houck’s was ap- 
proaching on the other track. The 
other car was a special, but a fat lady 
on the wrong side of the street mis- 
took it for the one that she wanted. 
She and the car arrived at the crossing 
at the same moment. The crew re- 
ported, when Houck came to offer his 
assistance, that they were unable to 
find the lady. She seemed to have 
disappeared like a toy balloon that had 
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flirted with an airplane propeller. 
Fate had paid her a delicate compli- 
ment. She had passed under the 


fender, and that is something that not 
every lady could do, even after fol- 
lowing an 18-day diet. 


Hs had grown accustomed to 
the usual hazards of the street 
and could act quickly when emergen- 
cies arose in tangled traffic or in a 
crowded car. But conditions were 
different on this morning in January. 
It was early. The car was empty and 
the street practically deserted. He 
was writing up his schedule for the 
day, doing as much of his pencil work 
as he could before he had to begin 
being cashier, guide, special police- 
man, and minister plenipotentiary of 
a corporation believed to be soulless 
to customers who always are right in 
their own estimation. 

Houck glanced ahead at Ed Meck- 
ley, the motorman, who had started 
the run in normal health and good 
spirits ten minutes before. Ed was 
handling the car as usual. 

A few moments later Houck looked 
again. Meckley’s place was vacant. 

The car had not stopped nor 
changed speed. Houck had felt no 
unusual jar or jolt. But Meckley was 
not there, and there was nothing to 
explain his absence. 

Houck, startled and mystified, 
started for the front end. His eye 
caught something lying on the floor 
up there but he could not tell at the 
moment what it was. It became 
clear, however, that the motorman 
was nowhere within reach of the 
power or air lever. Houck pulled the 
emergency cord which cut off the 
power and stopped the car. 


A few steps more brought him to 
the front end. Ed Meckley was ly- 
ing there. He appeared to have 
slumped back against the bar and then 
sagged to the floor. His head was 
under the bar. His glasses were stil] 
on, and unbroken. His eyes were 
open, staring unseeingly into space. 
His mouth, too, was open. Two or 
three times he gasped convulsively, 
then there came that ghastly relaxa- 
tion so vividly remembered by all who 
have stood in the presence of death. 


HERE is no experience with the 

ordinary run of accidents that 
prepares a man for a situation so un- 
usual. When a man walks in front 
of a moving trolley car, the motor- 
man cuts out his power and applies 
the air instinctively. When a crash 
occurs an experienced car crew takes 
care of the injured, summons help, if 
necessary, secures the names and ad- 
dresses of witnesses, investigates the 
damages, and makes out a report ac- 
cording to well-established routine. 
But Houck was alone with his uncon- 
scious brother worker, in an empty 
car ina silent street. He was stunned 
by the suddenness and mystery of it 
all. The shock was like a hammer 
blow. 

He says that his first thought was 
that Ed was having a fit and would 
never be allowed to work on the cars 
again. Two of their acquaintances 
had suffered that disability. Then he 
thought of his own responsibility for 
the car. A conductor on duty can 
never forget that he is due at a cer- 
tain point at a certain moment. What 
could be done for Ed, and how could 
it be done with the least interruption 
of service? 
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a was another consideration, 
also, and a very important one. 
The company was dealing with the 
public, which thinks that no street car 
ride in the world is worth more than 
5 cents, even though it costs the com- 
pany three times as much as it did 
in the era when the nickel rate was 
established. Like other street railway 
companies it had been forced to in- 
stall one-man cars as rapidly as cir- 
cumstances would permit. The car, 
manned by Houck and Meckley, was 
equipped for one-man operation. On 
the suburban end of the run similar 
cars were sent out with only one man. 

The public had doubts about the 
safety and convenience of one-man 
cars. The dropping of a motorman 
so suddenly as to leave his car run- 
ning with four notches of power on 
certainly would tend to fan doubts 
into unpleasant convictions. If 
Houck lagged in doing what needed 
to be done, a crowd would gather, 
wild stories would be started, and 
thousands of customers would become 
afraid to ride in trolley cars. Any- 
thing might happen from a crash in 
the stock market to a special session 
of the legislature. With the traction 
companies being hammered by busses, 
taxis, and private automobiles, any 
error of judgment in handling an 
emergency might give the general bal- 
ance sheet the complexion of a boiled 
lobster. 


teen called an ambulance, whose 
crew took charge of the remains 
of Meckley. He secured assistance 
from the first car following, ran his 
Own car onto a dead track in a near- 
by street, and awaited further orders. 

He was called to the office to re- 


port the matter. The emergency had 
been handled so promptly that he 
needed only to miss one trip, but he 
was asked to take his dead friend’s 
watch, glasses, and other personal ef- 
fects to the widow. That was the 
hardest experience of all. Grieving 
himself, his emotions stirred to the 
depths, not knowing what to say or 
how to soften the blow to her, it was 
mental agony to approach her door. 

After this ordeal was over, Houck 
again reported for duty. 

“How do you feel, John?” the 
superintendent asked. 

“I have felt better,” Houck an- 
swered. 

“You'd better go home and rest up 
until tomorrow,” said the superin- 
tendent, whose judgment in the mat- 
ter was as good as Houck’s courage. 
The reaction was setting in, and un- 
strung nerves need to be restored. 


“‘e? a casual reader there may seem 
to be nothing in John Houck’s 
handling of the situation to merit 


special attention. But any one who 
appreciates the extreme delicacy in 
handling public relations will know 
what this means: 

The local newspaper man who was 
asked for the outstanding example of 
cool and efficient handling of a seri- 
ous emergency in the utilities field in 
his territory, said: “Interview John 
Houck.” And this newspaper man 
seemed entirely unconscious of the 
fact that there was as good a story in 
this incident as ever was used by a 
newspaper to glorify itself, and pose 
as a champion of the pee-pul and make 
trouble and expense for a traction 
company. What a mess Houck could 
have made by losing his head! 
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As Seen from the Side-lines 





ALVIN Coolidge wrote, “Have faith 
= in Massachusetts.” 
* * 

Tue New England Power Associa- 
tion declares, “Have faith in ALL OF 
NEW ENGLAND.” 

* * 

On the upper reaches of the Con- 
necticut river where the state of Ver- 
mont bulges out to its fullest width and 
compresses its neighboring state of New 
Hampshire into a needle-like point pro- 
truding up to Canada, the power people 
have spent about $25,000,000 in evi- 
dence of their faith. 

* * 


TALK is cheap. Real money is the 
test of confidence. 

* x 

THERE the New England Power 
Association has erected the greatest 
falls east of Niagara and constructed 
the source of the most formidable elec- 
tric distribution system which the north- 
east ever has experienced, no less en- 
joyed. 

* * 

STATIsTICs are the bane of the mod- 
ern chronicler. Especially since the 
United States Department of Commerce 
got to that point where it could give 
the ratios of the four-fingered infants 
born in Saskatchewan or the number 
of screw threads that could be saved 
by using only the thumb and forefinger 
in the machine operations. 

* * 

However: 

* * 

Ir cost about $25,000,000, and the 
main dam rises 175 feet above the bed 
of the river. 

* * 

THE spillway on the Vermont side 
is 850 feet long and of varying height, 
from 20 to 85 feet. Two lakes, an area 
of 20 miles, or as large as majestic Lake 


Sunapee, will beautify and utilitarianize 
the surrounding countryside. 
* * 

In excess of 220,000 volts can be 
generated. A double-circuit steel tower 
line 126 miles long will carry the power 
to a switching station at Tewksbury, 
Massachusetts, out of .which it will 
run around Boston like the coil of a 
lariat. 

* 

Mr. Hoover turned a golden key at 
the White House. Presto! The big- 
gest hydroelectric venture ever essayed 
in New England came into formal ex- 
istence 700 miles away. 

* * 

Governors, Public Utilities Commis- 
sioners, and the great and the near great 
looked on with open-mouthed wonder- 
ment and frank admiration. 

* * 

Two underlying facts contributed to 
the statistics above which mark the cul- 
mination of a project which can be 
commended and which can command 
no scornful shafts, even from the pred- 
atory satirists. 

* + 

Tue first is that Mr. Hoover, him- 
self, envisioned the possibility of this 
development and by his counsel paved 
the way for it. When Secretary of 
Commerce he went at the head of a 
special government commission to study 
the water-power resources of New Eng- 
land, as he was doing over the veldts 
of the West and through the timber- 
lands of the North. 

* + 

Here he saw Fifteen Mile Falls, 
where 400,000 horsepower of perfectly 
good electricity was racing to waste as 
it had done even from the day the In- 
dians lavished their worship upon the 
Great Stone Face in Franconia Notch 
of the adjacent White Mountains. 
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“Can it be,” this was the substance 
of what Mr. Hoover suggested to the 
business men of New England, “that 
the ignoring of such vital natural re- 
sources is associated with the failure 
of New England to forge ahead indus- 
trially as her sister states of the South 
and West are doing?” 

* * 

A GENTLE hint, it might be described. 
It fell upon the responsive ears of 
Mr. Frank D. Comerford and his col- 
leagues of the New England Power 
Company who then were acquiring 
both water power and coal generating 
companies in the lower fringes of New 
England. 


* . 

TuHey gathered together these units, 
thereby creating a market for some of 
the water-power current that could be 
produced at that point in the Connecti- 
cut river which fell under Mr. Hoover’s 
discerning eye. Shortly they prevailed 
upon the Edison people of Boston to 
contract for something like 100,000 
horsepower to supplement its own re- 
sources in a metropolitan district which 
was neither mentally nor materially 


decadent. 
x x 


So, it may be seen from the state- 
ments already made here that the sec- 
ond underlying fact was actually the 
vision of these New Englanders of the 
electrical world. 

* * 

HavincG accumulated their resources 
they said to themselves, “Is it all possi- 
ble? Can it be made to pay? Will New 
England go up or come down?” 

* * 

Tey banked their faith on New 
England’s going up. They spent their 
money on the assumption that the de- 
mand for the surplus power, which, 
after all is the profitable part of the 
business, would increase even at a time 
when the national stock market was 
none too cheerful and when reams were 
being written on the abstract thesis, 

New England—Her Future,” which 
was usually followed by a doubting 
question mark. 


4 
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To the casual visitor to New England 
an interesting situation is observable. 
The New England States took their 
financial licking, even before the na- 
tional catastrophe had engulfed the 
others. With the customary New Eng- 
land determination and with the cus- 
tomary New England taciturnity, her 
people began to right themselves to the 
new order of national, economic re- 


quirements. 
* * 


SHE began to diversify. Cottons and 
wools, boots and shoes had been the 
backbone of her industrial existence 
since the bean and the cod had ceased 
to be but a symbol of the forgotten eco- 
nomic past. The auto business had 
moved westward. But, there were by- 
products and supplementary appara- 
tuses required by the new industrial 
world. New England began to make 
them, and she began to furnish them to 


the other sections of the country. 
* * 


In fact, a prominent Illinois indus- 
trialist said recently to the writer, “I 
come here now for my _ supplies. 
Tucked away in some of these New 
England towns whose names are hard- 
ly known are many important manufac- 
turing establishments now supplying 
radio, auto, and other equipment with 
customary Yankee skill.” The city of 
Boston boasts the establishment of 101 
new industries in the first six months 


of this year. 
* 


Aso, New England’s export business 
was again picking up, thanks to the ag- 
gressiveness of the business leaders. It 
was going along swimmingly until the 
tariff caused barriers to be erected in 
retaliation abroad, but even that has 
not halted entirely its unceasing prog- 


ress. 
* * 


New England has a new tone, a new 
confidence. The power people saw it 
and banked $25,000,000 on the prospect 
that it would go on and on and on. 


7 








What Others Think — 





How to Draft 


ROBABLY the most optimistic note on 

Commission regulation that has 
been heard in many months was sound- 
ed at the Twenty-Fifth Annual Conven- 
tion of the New York State Gas and 
Electric Association, on September 
19th, at Saranac Lake, by Milo R. 
Maltbie, the new and active Chairman 
of the New York Public Service Com- 
mission. The speaker opened his ad- 
dress by observing that if prices con- 
tinue to fall and rapid progress in the 
utility field continues to be made, cer- 
tain controversies which now disturb 
smooth regulation will solve them- 
selves, and that it is conceivable that 
the relative positions now occupied by 
counsel for utilities and public bodies 
may soon be reversed. 

Chairman Maltbie is apparently of 
the opinion, already cautiously ex- 
pressed by a few other experts on util- 
ity operations, (such as M. O. Leigh- 
ton, consulting engineer for the Electric 
Bond & Share Company), that the pen- 
dulum of reproduction cost values is 
already on the backward swing. The 
speaker pointed out, as an example, 
that notwithstanding high wages and 
higher material prices, the cost of con- 
structing an electric speed generating 
plant per kilowatt of capacity is no 
more today than it was prior to the 
war; that fixed charges upon a generat- 
ing plant built today are no more than 
they were upon a plant built just prior 
to the war, and that operating cost per 
kilowatt hour of electric energy at the 
bus bar is appreciably less today than 
it was prior to 1914. 

Mr. Maltbie says: 


“It may also be pointed out in passing 
that if prices continue to fall and progress 
in the arts continues to be made, those 
utility companies who invested large sums 
in plant and equipment at the high level of 


Rate Schedules 


prices prevailing during the war and post- 
war period may soon find themselves in a 
position where it will be much more advan- 
tageous to have value determined upon the 
basis of actual cost than of reproduction 
cost.” 


HE principal subject of Mr. Malt- 

bie’s address, however, was the 
matter of drafting a rate schedule. The 
speaker gave the utility executives and 
managers in convention assembled some 
very clear-cut and sound advice on this 
subject. That such advice is badly 
needed is borne out by the appalling 
lack of unanimity of opinion regarding 
the fundamental basis for rate making 
even in a single utility. It was pointed 
out that an examination of the filed 
tariffs in the state of New York indi- 
cated that there are hardly two com- 
panies not controlled by the same inter- 
ests that have the same basic schedule 
of rates. 

It is well known, also, that in a group 
of a dozen experts in this line, one will 
usually find about a score of different 
opinions. 

Mr. Maltbie admitted that this unset- 
tled condition might have some advan- 
tages, such as the possibility of develop- 
ing a proper and satisfactory system out 
of numerous ideas and experiments. 
He was apparently of the opinion, how- 
ever, that such advantages were heavily 
outweighed by serious disadvantages. 

First of ali, making a comparison of 
rates charged by various companies to 
classes of consumers is very difficult. 
In fact it is possible to do so only by 
the determination of a common de- 
nominator or a common standard into 
which the rates actually charged might 
be converted by the use of more or less 
arbitrary factors. For example, 4 
schedule of rates containing a service 
charge, a maximum demand charge, 
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and an energy rate cannot be compared 
with the schedule which uses the count- 
ed room, energy charge and minimum 
bill basis without conversion of each of 
these schedules to a common standard, 
and such conversion nearly always in- 
volves a difference of opinion. 

Conceding the objection to using 
rate comparisons instead of properly 
kept cost records in determining rates, 
the speaker pointed out that there must 
be some practicable determination of 
even the approximate reasonableness of 
existing rates in order to avoid the de- 
lay of a long, drawn-out rate case cov- 
ering two to six years. 


UT even granting that if the prob- 
lem were so simplified as to enable 

a quick determination to be made of 
the total net revenues to which a com- 
pany is entitled, there would still be 
questions as to the specific rates to be 
charged various classes of consumers. 
Another disadvantage of this simi- 
larity of rate schedules, according to 
Mr. Maltbie, involves the public view- 


point. Customers of one utility will in- 
evitably compare their rates with those 
charged by another. One company may 
use a flat rate, another a service charge 


plus a commodity charge. Of course, 
the small customers of the first com- 
pany will have a lower bill than small 
customers of the second company, and 
the customers ask the Commission quite 
naturally to explain how rates of both 
companies could be just and reasonable, 
while such a discrepancy exists in their 
respective bills for the same amount 
of service. Likewise, the large con- 
sumers of the first company want to 
know why they are charged more per 
unit of consumption than similar con- 
sumers of the other company. 

Another source of public confusion, 
pointed out by the speaker, is due to the 
fact that the average consumer may not 
know exactly just what a kilowatt hour 
is or how it is determined. Perhaps 
he might understand a cubic foot of 
gas a little better. But when he re- 
ceives a bill which includes a service 
charge, a demand charge, and finally 


an energy charge, he frequently infers 
that something unjust is being done and 
that he is being charged three times for 
the same thing. Sometimes an explana- 
tion of the underlying principles will 
satisfy him; but more frequently he is 
bewildered and seldom convinced. 


r. Maltbie also gave reasons why 

the counted room or area basis 
is equally confusing to the average con- 
sumer. A customer with a 6-room 
house using 80 kilowatt hours in a 
month wants to know why his bill is 
$6.40, while his neighbor with a 3- 
room apartment using 80 kilowatt hours 
pays only $3.90. 

The speaker deplored the voluminous 
and complicated character of rate 
schedules in force in New York state 
and elsewhere. The average consumer 
has no technical knowledge of the in- 
dustry, and, except in very rare cases, 
it is impossible for him to employ an 
engineer or rate expert to advise him 
how he can secure the greatest amount 
of service for the least money. To 
care for this great body of uninformed 
consumers is an obligation which the 
utilities ought to assume, an obligation 
which is best satisfied by sound and 
simple rate schedules. 


T was observed that the tendency 

towards complication in a utility’s 
rate schedule arose particularly with 
regard to the classification of consum- 
ers. This tendency is to divide and sub- 
divide until the schedule becomes so 
complicated and the lines of demarca- 
tion apparently so arbitrary that con- 
sumers are dissatisfied. The ideal 
schedule, of course, is the one in which 
there is no arbitrary distinction and no 
determination which the consumer is 
called upon to make in advance of 
actual consumption. 

Under the existing factors, consum- 
ers are often required to give guaran- 
tees as to a certain amount of consump- 
tion in order to obtain the wholesale 
rates. Consequently, those customers 
who are near the border line are con- 
stantly perplexed, because they cannot 
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tell in advance exactly what character 
of service will be most beneficial to 
them. 

Mr. Maltbie offers the following sug- 
gested remedy for this situation: 


“It is quite possible to design a rate 
schedule which requires no guarantees and 
which places the customer in the rate class 
or rate block automatically according to 
the conditions that exist at the time the 
energy or gas is consumed. Of course, it 
is possible that under unusual conditions, 
a large amount of construction or equip- 
ment would need to be provided to serve 
a customer and a company could not wise- 
ly embark upon such an expenditure with- 
out some assurance. But I am now speak- 
ing particularly of the great number of 
consumers operating under usual conditions 
and not the exceptional case.” 


HERE was another difficulty men- 
tioned with regard to the classi- 
fication of consumers. Where a sched- 
ule is designed to fix rates for all sorts 
of businesses and uses, trouble usually 
develops, and unless there are clear, 
evident, and marked distinctions in the 
character of the service which require 
marked differences in rates and meth- 
ods of charge, the disadvantages from 
a public relations viewpoint become so 
great as to outweigh other considera- 
tions. 
Concerning this problem, the speaker 
stated : 


“Theoretically, an able engineer or rate 
expert may develop a system of charges, 
introducing many elements of cost and 
evolving a plan for measuring each, which, 
when tested from the point of view of 
strict theory and an elaborate system of 
cost accounting, may be almost perfect. 
But such a system, although theoretically 
perfect, would probably break down of its 
own weight, because of the great expense 
involved in its application and because it 
would be so impossible of comprehension 
by the ordinary consumer that it would 
arouse extreme antagonism and opposition. 

“Upon the other hand, one can picture 
a system of extreme simplicity, where, for 
example, each consumer would be charged 
$1 or $2 each month, regardless of the 
character or amount of service he used. 
Such a system would be beautiful in its 
simplicity, but it too would be impracticable 
and unjust. 

“Between these extremes, a system must 
be evolved which is as simple, as easily 
understood, and as readily applied as possi- 


ble, while at the same time doing substan- 
tial justice from the standpoint of cost of 
service. There is no one system which is 
theoretically correct and universally ac- 
cepted from the point of view of prac- 
ticability. But there is great opportunity 
for progress towards uniformity and sim- 
plicity in rate schedules in the state of 
New York.” 


| by was observed that.the burden of 
determining rate schedules is placed 
by law primarily upon each utility, re- 
serving to the Public Service Commis- 
sion the power of review. This means 
that the utility is protected by its con- 
stitutional guarantee of a fair return 
only in so far as its rates per se are 
just and reasonable. No utility has the 
right to make its own rate schedule 
without being subject to review, and 
no reviewing regulatory body may vio- 
late the law by permitting unjust dis- 
crimination and undue preference. 
Mr. Maltbie condemned as unsound 
the assertion that a utility company may 
properly vary its schedules according 
to the needs of the consumer or his 
financial condition. Since the railroads 
of this country were first put under the 
jurisdiction of the Interstate Commerce 
Commission, the principle has been 
firmly established that there shall be 
no special rates in any form and all 
rates must be published and filed where 
every prospective patron may learn of 
them and take advantage of their terms. 
More recently these principles have 
been applied to gas and electric rates. 


ESPITE this fact it was pointed out 

that there are today in New York 
many special contracts actually in force 
of which other consumers of gas and 
electric utilities are unaware, and of 
which no knowledge can be obtained 
by an examination of the schedules on 
file in the offices of the Commission, 
or of the company. Chairman Maltbie 
called such a condition a direct viola- 
tion of the Public Service Commission 
law, and declared that there should be 
a place in each locality where every 
consumer, present or prospective, might 
examine freely and without hindrance 
all rates which are in effect ; and where 


490 





PUBLIC UTILITIES FORTNIGHTLY 


he may also determine what his com- 
petitors or associates in the same class 
are required to pay. 

He stated that there is no valid rea- 
son why any customer of any utility 
should have a contract or agreement or 
rate which is not known to everybody 
and which is not open to inspection by 
anybody at any time. Whatever may 
be the justification in private business 
for special rates, special contracts, or 
special terms and conditions, there is 
no reason in the public utility business, 
either in law or in equity, why there 
should exist special contracts of which 
one consumer has knowledge and of 
which other consumers are denied 
knowledge. 

Mr. Maltbie concluded by urging a 


recasting of utility accounting practices 
so as to determine the cost of service 
to various classes of consumers. While 
admitting that cost is not the only basis 
for the distribution of charges or the 
formulation of rate schedules, he ob- 
served that if any business or industry 
disregards cost completely and proceeds 
without knowledge, it will sooner or 
later come to disaster. That this is not 
always true of utilities merely indicates 
that utilities, having guarded monopo- 
lies in a given territory, are saved by 
artificial protection. 


Rate Maxinc. An address by Hon. Milo R. 
Maltbie before the Twenty-Fifth Annual 
Convention of the New York State Gas 
— Association; September 19, 





How Commission Regulation Has Affected Utility 
Rates as Compared to Other Commodity Prices 


A’ the bottom of the criticism of 


state regulation of public utilities 
lies the rate question. There has been 
little complaint against any other func- 
tion of State Commissions other than 
that relating to rates. Those who 
criticize regulation believe that it is 
ineffective because it has not resulted 
in reducing rates as much as they 
should have been reduced. The idea 
is that the utilities are still charging 
exorbitant rates, and that the Commis- 
sions have been unable to prevent it 
for various reasons including court de- 
cisions which have held that the utili- 
ties are entitled to earn a reasonable 
return upon the present value of their 
property. 

On the other hand, it is argued that 
utility rates are not unreasonable when 
compared with prices of other com- 
modities. 

This question was touched upon in 
a recent address of Chairman John W. 
McCardle of the Public Service Com- 
mission of Indiana in an address before 
the American Bar Association. Com- 
missioner McCardle said: 


“There is a general impression through- 
out the land that utility charges have, 
during recent years, been increased be- 
yond all reason and thus a tremendous 
burden has been imposed upon the general 
public. The radical press throughout the 
Nation has enlarged very materially on 
the investigation carried on by the Federal 
Trade Commission in Washington last 
winter and has emphasized certain phases 
of such investigation to the exclusion of 
other features of the same investigation. 
It may be interesting to compare the 
‘burden of increased rates’ in Indiana with 
the increase in prices of other commodi- 
ties. I have made a complete analysis of 
the rate schedules on file with our Com- 
mission from the year 1914 to the year 
1930, from sixteen of the largest cities. 

“The increase in artificial gas, for con- 
sumers who use 5,000 cubic feet per month, 
in the period of time from 1914 to 1930, 
has been 36 per cent. For consumers who 
use 50,000 cubic feet per month, the in- 
crease has been 17 per cent. This makes 
an average increase of 26 per cent. 

“The rate on electricity per month to 
the small or domestic consumer during this 
period of time has decreased 16 per cent. 
The large consumer during this period of 
time has, on the same basis, had an in- 
crease of .6 per cent. 

“The increase in telephone rates from 
1914 to 1930: 

On single line residence telephones, per 
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month, 39 per cent. On single line business 
telephones, per month, 61 per cent. 

“Comparing these increases with com- 
modities of all kinds, also labor, we find 
from the government index, taking 100 as 
a basis, that commodities have increased 
41.3 per cent from 1914 to 1930. 

“Labor on the same basis, considering 
the wage scale of Indianapolis, has in- 
creased 126.7 per cent. 

“This makes an average increase for 
labor and commodities from 1914 to 1930 
of approximately 83 per cent. The aver- 
age increase on gas is 26 per cent, and on 
telephone rates for the same period, 50 


cost of labor and all other commodities, 
These costs of commodities are secured 
from Washington and the average labor 
cost is that prevailing in the city of 
Indianapolis, which compares substantially 
with that prevailing in other cities. Inci- 
dentally, the domestic electric lighting 
rate or the rate to the small user of current 
during 1928 and 1929 decreased 5.64 per 
cent and the power rate to the large con- 
sumer, 3.44 per cent. These percentages 
apply not only to Indiana but to the entire 
country.” 


Very few industries have been for- 


per cent, or an average increase on gas tynate enough to escape the charge that 


and telephone of 38 per cent. Comparing 
this with the average increase of com- 


their rates are too high. The automo- 


modities and labor of 83 per cent, we find bile industry is perhaps a notable ex- 
an increase of commodities and labor over ception, notwithstanding the fact that 
utility rates in Indiana of over 100 per aytomobile manufacturers have made 


cent. 


6} 7 sau the published results of 


millions of dollars. 


the investigation of the Federal Pustic RELATIONS BETWEEN UTILITIES AND 


Trade Commission, it is obvious from this 
analysis that utility rates are 45 per cent 
lower than the average increases in the 


TuHetrR Patrons: Address by John W. 
McCardle before the American Bar Asso- 
ciation, Chicago, Ill, August 19, 1930. 





Why Resort to Federal Regulation of Power 
That Crosses State Boundaries? 


HETHER the Federal Government 
should concern itself with the 
regulation of electricity crossing state 
lines in interstate commerce is a ques- 
tion of considerable importance in view 
of the proposal of United States Sena- 
tor Couzens of Michigan to establish a 
Federal Commission having powers 
among other things to regulate elec- 
trical power in interstate commerce. 
Speaking upon the desirability of this 
sort of regulation P. S. Arkwright, 
President of the Georgia Power Com- 
pany, recently said: 


“A larger percentage of electric power . 
used in the South is transmitted across 
state lines in the South than in the United 
States as a whole, the water powers of 
one state and the coal mines of the other 
being put thus at the service of each. In 
the year 1929 approximately 12 per cent of 
the total amount of electricity consumed in 
the United States was imported from one 
state to another while the corresponding 
percentage in the South was approximately 
16 per cent. 

“Regardless of whether electricity is gen- 
erated in the state where used or trans- 
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mitted from another state, the service and 
the rates to the ultimate consumer are now 
subject to regulation by the state where 
used. The ultimate user or customer of 
electricity from a public utility is not now 
deprived of the protection of regulation 
even if the electricity was generated in and 
transmitted from a different state. The 
only interstate transmission of electric 
power not now subject to regulation by the 
state is the power in bulk transferred 
across state lines. This, however, is sub- 
ject to regulation when served to the ulti- 
mate consumer, and if regulation thereof 
is worth while, can itself be subjected to 
regulation by the state if the United States 
Congress will give its express assent to 
such regulation. The basis for the con- 
tention that the United States Government 
should assume the regulation of electric 
light and power service is based on this 
isolated transaction, which is comparative- 
ly negligible in amount and of no real im- 
portance to the public interest whether it 
is regulated by any authority of not. 
“Federal power once begun to be exer- 
cised has a habit of growing, and eventually 
arrogates to its own national bureaus all 
authority over the subject, both interstate 
movements and purely intrastate ones as 
well. This is precisely what happened to 
the steam railroads. All power of regu- 
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lation over their affairs centers now in 
Washington and the states have practically 
no measure of control over them any more. 
Does not our experience with Federal 
boards and bureaus prove that the South’s 
interest receives little consideration? In- 
numerable little difficulties and problems 
arise in the constant, everyday use of elec- 
tric service. Now the controlling authority 
is close at home, intimately acquainted with 
local conditions and the needs and aspira- 
tions of the people of the state. The local 
company within the state is subject to the 
laws of the state, subject to a tribunal 
elected by the people of the state, careful 
to serve well and considerately the people 
on whom its very existence depends. Is 
not this better for all concerned than to 


move it away where the local people can- 
not go and must of necessity continue to 
suffer the ills that arise and hold them as 
grudges against the electric company? Do 
you think the people would stand for it? 
Is it possible that others know this too, 
and, therefore, advocate it in the belief 
that the resentment stirred up might lead 
to substitution of government ownership 
and operation in the place of individual 
initiative under local state control?” 


INDUSTRIAL Power PoLicy For THE SOUTH. 


By P. S. Arkwright, as part of a discus- 
sion of “THe INDUSTRIAL AND EcoNnoMIC 
DEVELOPMENT OF THE SouTtH.” Institute 
of Public Affairs, University of Virginia, 
Charlottesville, August 12, 1930. 16 pages. 





Some Barnacles That Impede 
the Progress of Utility Regulation 


Nn the opinion of William A. Prender- 
gast, former Chairman of the New 

York Public Service Commission, “carp- 
ing” at the Supreme Court by certain 
critics of public utility regulation may 
be a popular political diversion but it 
has no lasting quality. 

One of the criticisms is that the deci- 
sion of the court that utilities are enti- 
tled to a return on the value of their 
property instead of only on the prudent 
investment in it, obstructs regulation 
and renders it cumbersome, slow, and 
impracticable. Upon this point Mr. 
Prendergast says: 


“It is also urged by the opponents of the 
Supreme Court rulings that periodic revi- 
sions of rate bases, required under the 
‘present value’ system, defeats the purpose 
of that system, because rate proceedings be- 
fore the Commissions are unduly prolonged 
and valuations submitted are almost obso- 
lete before the cases can be finished. The 
latter statement is too easy of adequate con- 
tradiction to merit discussion at this point. 
The evil of prolonged rate proceedings is 
not an outgrowth of the Supreme Court 
rulings, but the dilatory and slothful tac- 
tics of the municipal authorities who are 
contesting the companies’ claims. The most 
notorious instance on record is the com- 
plaint made by the city of New York, in 
the year 1923, against the rates of the New 
York Edison Company. The trial of this 
case was constantly delayed and hampered 
by the representatives of the corporation 
counsel’s office of the city of New York. 
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When the time arrived for the city to pre- 
sent its evidence to sustain the grounds on 
which the complaint was brought, it was 
wholly unprepared, or averse to doing so. 
After a year of delay the Commission is- 
sued an order for further hearings which 
compelled the city to appear. The evidence 
submitted by it was so puerile as to justify 
the charge made when the case was started, 
that the complaint had no basis at the time 
and was not made in good faith. Yet in- 
stances such as these are used to buttress 
the criticism that the Supreme Court rul- 
ings are ‘unworkable and cumbersome.’ ” 


A‘ to the asserted hampering effect 


of Supreme Court decisions Mr. 


Prendergast says: 


“It may be confidently asserted that the 
rulings of the Supreme Court hamper no 
one who has an honest intention to follow 
them and base a valuation on ‘present value.’ 
The fact is that ‘present value’ is sometimes 
ignored in finding a rate base, because those 
charged with that duty fear that the valua- 
tion will provoke adverse political criticism. 
The consequence is that efforts are made to 
make it appear that the rulings of the Su- 
preme Court have been considered, and duly 
respected, although the opinions rendered 
are barren of any evidence that this is the 
case. This was adjudged by the Supreme 
Court to be the fact in the decision of the 
Interstate Commerce Commission in the St. 
Louis and O’Fallon Railway Company Case, 
although there was disagreement within the 
court on this point. The language of the 
Interstate Commerce Commission in its de- 
cision left no doubt that its majority in- 
tentionally flouted the Supreme Court. Mr. 
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Justice Stone confirms this when he says 
in his dissenting opinion supporting the 
Commission, ‘had the Commission not 
turned aside to point out in its report the 
economic fallacies of the use of reproduc- 
tion cost, as a standard of value for rate- 
making purposes, which it nevertheless con- 
sidered and to some extent applied, I sup- 
pose it would not have occurred to anyone 
to question the validity of its order.’ The 
court, however, speaking by Mr. Justice 
McReynolds said: ‘Che report of the Com- 
mission is long and argumentative. Much 
of it is devoted to general observations rel- 
ative to the method and purpose of making 
valuations; many objections are urged to 
doctrine approved by us; and the superior- 
ity of another view is stoutly asserted. It 
carefully refrains from stating that any con- 
sideration whatever was given to present or 
reproduction costs, in estimating the value 
of the carrier’s property. Four dissenting 
Commissioners declare that reproduction 
costs were not considered; and the report 
itself confirms their view. Two of the ma- 
jority avow a like understanding of the 
course pursued.’” 


rR. PRENDERGAST finds from his ex- 
M perience as a Public Service 
Commissioner that experts appearing on 
behalf of public utilities are not the only 
ones chargeable with extravagant 
claims. As to this he says: 


“The Public Service Commissioners are 
the rate-making authorities, and as a pre- 
cedent to fixing rates it is their duty to 
find valuations. When they fully recog- 
nize the duties resting upon them, and the 
law as it has been defined by the courts, 
they have no difficulty in finding valuations 
that are just and fair. It is argued that the 
present system permits extravagant claims 
as to values, and the New York Telephone 
Company Case is cited as an example. The 
claims of experts are not determining and 
their extravagance will meet with proper at- 
tention from the Commission which, after 
all, makes the valuation. In addition to this, 
some knowledge regarding rate proceedings 
enables me to say that the extravagance of 
company experts is no more astounding than 
the parsimonious absurdities in the shape of 
values often offered by experts on behalf 
of municipalities. These criticisms are 
made by those who want to make ‘actual 
cost’ the basis of rate making. But actual 
cost may, or may not represent present val- 
ue, and it is value and not cost which is the 
sounder economic policy, and furthermore 
it is the element recognized by ‘the law of 
the land.’” 


Nor in the opinion of Mr. Prender- 
gast are the utilities alone responsible 
for delay in rate litigation. He says: 


“It is charged by those who would set up 
a different basis of valuation, that the rul- 
ings of the Supreme Court make for cum- 
bersome and unworkable administration, be- 
cause the valuations are subject to constant 
revision, under the ‘present value’ system. A 
valuation that conforms to the court rulings 
may be revised, if necessity exists, without 
undue delay or expense. Experience proves 
this to be so. But complaining municipali- 
ties are unwilling to accept figures that have 
been used in previous cases even if reliably 
revised to date, and are principally respon- 
sible for new valuations being prepared. 
Any ‘actual cost’ policy would not cure this 
practice, because the complainants would 
raise questions regarding depreciation, 
functional and otherwise, working capital, 
and every conceivable objection that politi- 
cal exigency can devise.” 


| ee Mr. Prendergast believes 
that the confidence of the people 
and the wisdom and integrity of the 
Supreme Court is invincible. He says: 


“We need no such time-consuming pana- 
ceas, questionable from every point of view 
(legal and economic), as those just de- 
scribed. Let political interference with the 
Public Service Commissions cease. Let 
adequate financial means be provided for 
the Commissions. Let them proceed with 
their duties, working out, as they generally 
have been doing, better rates and service for 
the users of the utilities. This carping at 
the United States Supreme Court may be 
a popular political diversion, but it has no 
lasting quality. The confidence of the peo- 
ple in the wisdom and integrity of the Su- 
preme Court is invincible. From the time 
when, under the masterful leadership of 
John Marshall, the court proclaimed its au- 
thority, its autonomy, and its independence, 
in the great plan of our government, the 
people know that the court has been the 
defender and conservator of their rights 
and liberties. The question of valuation in- 
volves rights, meriting the same protection 
as any other rights common to the interests 
and welfare of the public.” 


Do THE VALUATION RULINGS oF THE UNITED 
States SupreME Court INnvoLve AN UN- 
WORKARLE OR CUMBERSOME PLAN? An ad- 
dress by William A. Prendergast at the an- 
nual meeting of the Public Utility Section 
of the American Bar Association, Chicago 
August 19, 1930. 
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The Problem of Regulating In- 
vestment Instead of Return; 
a Reply to Mr. Bonbright 


NDEBTED as I am to Mr. Bonbright, for 

his introduction to my article “Why Not 
Regulate Investment Instead of Return?” I 
must none the less indicate my reasons for 
believing that his skepticism of my argument 
rests largely upon confusions which are 
vitally important, and the more important be- 
cause some of them so often mar discussions 
of public utility regulation. 

First, he pleads that an excess or deficiency 
of investment may arise out of changing con- 
ditions of demand, whether the scheme of 
control be that of regulated-return or regu- 
lated-investment. Granting as much, the real 
question is which of the two types of regu- 
lation is the better adapted to correct the 
maladjustment. At this point he appeals to 
statistics to show that the under-invested 
electric power industry is expanding, and the 
over-invested street railway industry con- 
tracting, with great rapidity. But here he 
efrs in tacitly assuming that the type of regu- 
lation has nothing to do with the conditions 
of demand. However, demand is meaning- 
less unless associated with some price; and, 
since the foremost feature of the fair-return 
policy is that of fixing the price of the serv- 
ice, how can it be assumed that the fair- 
return policy does not influence demand? 
The regulated-investment approach would 
not interfere arbitrarily with demand, but 
the price-fixing feature of the fair-return 
approach assuredly does so. 


— this is true, Mr. Bonbright’s apparent 
belief that the maladjustment is being 
properly cared for strikes me as bearing an 
uncomfortable resemblance to the faith-cure. 
To correct the maladjustment, surely you 
must first know that it exists, and to what 


degree. But when you fix the return of a 
utility by fixing the price of its service, don’t 
you by that very act prevent the rate of re- 
turn itself from showing you whether the 
mvestment is too-great or too little? Since, 

, you destroy this index to guide the 
flow of investment, what do you fall back 
upon? How do you know, in relation to 
existing and changing conditions, just what 


you are doing? No, you have annihilated 
the simplest and most reliable source of in- 
formation; and what you have left, such as 
the clamor set up by users of the service, is 
indefinite and untrustworthy. You are work- 
ing in a poor light, because the present form 
of price-fixing necessarily makes that the 
case. Further, I have been at pains to point 
out how the regulated-investment form of 
control may avoid unduly rapid readjust- 
ment. Like the fair-return policy, it would 
have its practical difficulties; but the differ- 
ence is that, under regulated-investment, the 
productivity of investment would tell the 
regulatory body where it was going, and how 
fast, and when it had gone far enough. 


N urging the elasticity of the fair rate, 

Mr. Bonbright catches himself in a di- 
lemma which the fair-return policy cannot 
well escape. The trouble is that the term 
“fair” has two distinct meanings which can- 
not be reconciled under that policy. With 
reference to the distribution, of our national 
income among investors in different types of 
enterprise, “fair” means “just.” Thus in that 
connection it means that investors in a utility 
enterprise are to be treated equally with in- 
vestors in general. With reference, however, 
to the national production of different com- 
modities, “fair” means “reasonable,” if we 
interpret the latter term carefully. That is 
to say, “fair” implies that the rate of return 
to investors in a public utility must be such 
as to make the investment in the regulated 
field balance properly with investment in 
other fields. 

Now suppose, 8 per cent being the rate 
of return to investment in general, that elec- 
tric power should be under-invested and 
street railways over-invested. Then would it 
be “fair” to allow power investors 9 per cent 
and limit traction investors to 7 per cent? 

If you mean “reasonable,” yes; but if you 
mean “just,” no. For, since you control the 
return by fixing the price of the service, the 
more reasonable you make the return the 
more unjust it must be; the more just, the 
more unreasonable; and there you are. If 
attracting capital to, or expelling it from, the 
regulated field were all you had to worry 
about, the regulated-return and the regulated- 
investment forms of control might be about 
equally difficult to manage. But that is not 
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all. In addition to this problem of reasona- 
bleness in allocating capital for purposes of 
production, you have also the problem of 
justice in the distribution of returns. The 
fair-return policy cannot reconcile the two 
meanings of “fair,” and the regulated-invest- 
ment approach can, that is the difference. 


M* Bonbright’s comments on the social 
efficacy of competition accuse me of 
an assumption which I do not make, and 
they obscure the issue. Of course mere com- 
petition can never secure the ideal relative 
outputs of different commodities until the 
personal distribution of buying-power is 
ethically ideal, and until everybody wants 
just what he should. I do not assume that 
it can; and neither did the classical econo- 
mists, if John Stuart Mill may be taken as 
a fair representative of that school. It is 
quite unnecessary to assume so much, since 
in this discussion we are comparing compe- 
tition, not with perfection, but with monopoly. 
And there are very telling reasons why we 
should not scramble the essentially different 
problems of competition and of monopoly. 

First, however shocking may be the short- 
comings of competition with reference to the 
distribution and production of wealth, not to 
mention personal tastes, the defects of 
monopoly are far more serious. 

Second, the knowledge of this fact so 
permeates our whole economic and legal 
philosophy that much can be done to defeat 
monopoly long before public opinion will 
countenance comparable changes in compe- 
tition. I should be surprised to find one 
with the economic and legal training of Mr. 
Bonbright seriously proposing that we ought, 
as a practical proposition, to deal with the 
weaknesses of monopoly and those of com- 
petition as if they constituted one problem. 
Finally, the mixing of the two problems, each 
quite complicated enough by itself alone, 
must dispose us to confuse two issues, and, 
therefore, to do a muddled job of dealing 
with either. We should be wise, I think, if 
we confined our present discussion to the 
problem which is the more urgent and the 
more amenable to solution; to the problem, 
namely, of ridding the public utility field of 
the distinctive evils set up by a condition of 
unrestrained monopoly. Now, if competi- 
tion can cause a thousand dollars’ worth of 
automobiles to have no more social worth 
than one hundred dollars’ worth of shoes, 
for example, monopoly can play still more 
scurvy tricks. 

Of competition I assume no more than that 
it is better than monopoly. I feel that fur- 
ther discussion of the peculiar virtues or sins 
of competition would be out of place here, 
since it would only serve to confuse the main 
issue. 

—Bruce W. Knicurt, 
Professor of Economics, 
Dartmouth College. 


The Appeals from Commission 
Decisions 


4 3 HE table showing the court appeals from 
Commission decisions on page 75 of 
your July 24th issue of the Pusziic Urum- 
TIES ForTNIGHTLY does not support the argu- 
ment in the article. The table only seems 
to mean that those Commissions which are 
willing to be governed entirely by past de- 
cisions naturally have no Supreme Court 
cases. In other words, some readers would 
say that Commissions which never had Sy- 
preme Court cases are altogether too tame. 

This seems to be borne out by the fact that 
Commissions in those states which at times 
are noted as being politically recalcitrant, 
such as Nebraska, California, and Wiscon- 
sin, have Commissions which have made 
trouble for themselves. Is not the paragraph 
on page 85, which is attributed to Mr. Morri- 
son, an argument along this line? 

While we are on the subject of your “Re- 
markable Remarks,” there is one attributed 
to Professor Seitz, on page 84, which is 
rather remarkable in that it ignores that elec- 
tric current cannot be used unless one first 
invests in the necessary machinery. 

—E. M. Keays 
Milwaukee, Wisconsin. 


e 


HE table referred to by Mr. Keays shows 
the proportion of state and Federal 
court appeals to the total amount of cases 
handled by the Commissions. The table is 
merely a statement of facts but it would 
seem to be a conclusive answer to the charge, 
often made, that there is a flood of litiga- 
tion in the Federal courts sufficient to block 
state regulation of public utilities. It would 
make no difference whether the Commissions 
were following the law as laid down by the 
Supreme Court or not in so far as the com- 
parative number of appeals are concerned. 
The concluding paragraphs of the article 
answer the suggestion that state regulation 
is being interfered with because of the char- 
acter of Federal court decisions. To say 
that those decisions interfere with state regu- 
lation is merely to beg the question. The 
fact, however, is that valuations are now in- 
sisted upon in a comparatively insignificant 
number of cases. They are resorted to as a 
weapon of offense or defense both by the 
ratepayers and the utility companies. These 
cases are the exceptions to the general course 
of regulation. The rule is that Commission 
decisions are final, and there are thousands 
of these rendered every year. . 
“Remarkable Remarks” are not necessarily 
sound remarks, nor are those appearing un- 
der that title indorsed by this magazine. 
A foolish remark may be remarkable because 


of its very foolishness! 
—Tue Eprrors. 
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The March of Events 





Arkansas 


Boycotting of Telephone 
Company Threatened 


RESOLUTION was adopted at a mass meet- 
ing September 20th pledging many Rus- 
sellville citizens to discontinue the use of tel- 
ephones until lower rates are granted by the 
Western Arkansas Telephone Company, we 
are informed by the Little Rock Gazette. 
Those present also pledged themselves to sup- 
port the city council in a campaign for lower 
rates. 
A suggestion was approved that telephone 
subscribers who discontinue service donate 


e 


one month’s rental to a fund to carry the 
fight into the courts. It was also suggested 
that those who were unable to dispense with 
their telephones give a month’s rental for this 
purpose. 

The city council last June ordered the com- 
pany to reduce rates from the present charge 
of $2.50 per month for residence phones and 
a minimum of $3.50 for business phones, to 
$2 for residence phones and $3 for business 
phones. The company secured a court order 
restraining the council from enforcing the 
lower rates on the ground that they were con- 
fiscatory. Final disposition of this case is 
still pending. 


California 


Permanent 5-Cent Fare Defeated 
7 HE San Francisco Board of Supervisors 
on September 17th by a vote of 10 to 
turned down a charter amendment to provide 
a 5-cent maximum fare on the municipal rail- 

way. 

Proponents of the amendment urged that a 
5-cent permanent fare which could not be 
changed by local officials would be a benefit 
to the city even though the taxpayers had to 
subsidize the railway. The San Francisco 
Bureau of Governmental Research in an ex- 
haustive analysis described the proposal as 
“costly and restrictive of transportation de- 
velopment.” The bureau. asserted that it 
would add more than $2,000,000 in taxes in 
the next four years, and if the city took over 
the privately owned lines, it would mean a 
tax subsidy of $3,500,000 a year. 

Figures of the board of public works pro- 
duced for the supervisors showed that at the 
end of this fiscal year the municipal railway 
would have all of its funds exhausted and 
an overdraft of $73,361. The Governmental 
Research Bureau asserted that the deprecia- 
tion reserves have been dissipated for four 


e 


years despite advices and warnings of the 
city’s engineering advisers. 


* 


Rate Cut Incites Charge 
of Discrimination 


A WHILE ago the Pacific Gas & Electric 

Company secured from the Commission 
authority to reduce rates in the Modesto dis- 
trict, where it competes with the Modesto Ir- 
rigation District. This resulted in the charge 
by officials of Sacramento and San Francisco 
that rates in their districts were too high. 

City Attorney John J. O’Toole, of San 
Francisco, said that if the company could 
afford to give consumers in the Modesto ter- 
ritory the benefit of a reduced rate for in- 
dustrial and commercial power use, he saw 
no reason why its industrial and commercial 
users in San Francisco were not entitled to 
the same rate. Officials of Sacramento have 
been urged by B. W. Creim, electrical engi- 
neer, to file a complaint with the Commission 
alleging discrimination because of lower rates 
applying in the Modesto territory. 
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Conneéticut 


Would Preserve the Saturday 
Night Bath 


i - residents are valiantly Sphting 0 
preserve one of the fine old New Eng- 
land traditions—the Saturday night bath, says 
the Bridgeport Herald, in reporting the ef- 
forts of the Devon Improvement Association 
to secure an improvement in water facilities. 
A complaint has been made to the Connecticut 
Commission based upon the fact that during 
the last few years the reservoir of the Mil- 
ford Water Company has run dry, and the 
company sends out notices to property owners 
in the town asking them to refrain from wa- 
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tering lawns, to curtail shower baths, and 
in every other way to conserve the water, 

The improvers, says the Herald, do not 
mind letting their lawns go dry. They are 
willing to look upon that as a sort of pa- 
triotic sacrifice. But when the water com- 
pany “attempted to tell them how and when 
they should take a bath the sacrilege against 
the ancient New England tradition caused 
them to rebel.” 

The Milford Water Company this year re- 
ceived permission from the navy department 
to lay an emergency pipe across the Housa- 
tonic river to connect with the Bridgeport 
Hydraulic supply. But this was said to be 
only a temporary arrangement. 


Distri&t of Columbia 


Gas Rate Cut Meets Opposition 


Tr application of the Washington Gas 
Light Company for authority to reduce 
rates in the District of Columbia met opposi- 
tion by citizens associations when it came be- 
fore the Commission on September 17th. The 
proposal was to charge, instead of a flat rate 
of $1 per thousand cubic feet for the first 
200,000 cubic feet with small reductions there- 
after, three separate schedules, each offering 
lower rates. A feature of the new schedule 
is a special rate for those who wish to heat 
their homes with gas. At the time of writing 
the matter is in the hands of the Commission. 

At the outset the Commission overruled a 
motion to dismiss the application, without 
prejudice, made by William McK. Clayton, 
counsel for the Federation of Citizens Asso- 
ciations and also denied a motion to proceed 
to an immediate revaluation of the company’s 
property. 

Opposition was made to the new rates pri- 
marily upon the ground that they would in- 
crease the bills of small consumers. This 
would result from the use of a minimum 
charge and block rates which are intended to 
stimulate the use of more current by placing 
the cost of a small consumer’s service upon 
him instead of spreading it throughout the 
list of ratepayers. 

Counsel for the Washington Gas Light 
Company and the Georgetown Gas Light 


Company at the time the hearings were op- 
ened entered a dismissal of their suit in the 
District supreme court appealing against valu- 
ations made of their property fourteen years 
ago. The appeals had lain dormant most of 
the time although in 1928 they had a brief 
moment of revival before sinking back into 
the limbo. The figures involved in the old 
controversy are now hopelessly out of date 
and the points of law involved have been liti- 
gated and settled many times over, says the 
Washington Star. 


> 


Companies Ordered to Pay for 
Rate Investigation 


Irst definite steps toward a revaluation of 

the nae of the Washington Rail- 
way & Electric and Capital Traction compa- 
nies, says the Washington Star, were taken 
on September 24th when the Commission or- 
dered the companies to put up $5,000 each 
toward the cost of the investigation. 

A revaluation was ordered by the Commis- 
sion on July 31st on petition by Richmond B. 
Keech, people’s counsel. This followed the 
action of the District supreme court in allow- 
ing higher street car fares than those per- 
mitted by the Commission. Some preliminary 
work has already been done by the Commis- 
sion’s accounting staff. 
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Georgia 


Electric Rate Probe Delayed 


HE Commission has postponed the probe 

into rates of the Georgia Power Company 
until November 17th, at which time the com- 
pany is to furnish proposed rates and other 
information on wholesale, commercial, and 
municipal electric rates. The Commission 
will then set a date for a hearing on the ques- 
tion why rates should not be made uniform 
throughout the state. 

President Preston Arkwright, of the Geor- 
gia Power Company, has stated, according to 
the Brunswick News, that if rates fixed by 
the Commission for north Georgia should be 
made uniform through the state, the power 
company’s revenue would be reduced approxi- 
mately $440,000 annually. He said the com- 
pany was unable to stand such a reduction in 
revenue because Commission orders issued 
during the past two years had cut the reve- 
nues more than $2,000,000. 

This investigation by the Commission arose 
from a cut in rates in the Cordele territory 
in order to meet rate cuts by the municipal 
plant operated by the city of Cordele. The 
company, when the probe started, asked for 
a court injunction restraining the Commission 
from proceeding. Mr. Arkwright said this 
move was made to protect not only the inter- 
ests of the company, but the interests of the 
customers all over the state. The Commis- 
sion had expressed the opinion that the re- 
duced rates in the Cordele territory were dis- 
criminatory against customers in other parts 
of the state. The company denied this and 


= 


contended that this was a question to be de- 
cided by the courts rather than by the Com- 
mission. 


aa 


Service Charge Involved in Gas 
Rate Controversy 


HE Commission has granted a rehearing 

in the proceedings involving rates of the 
Macon Gas Company. Rates were ordered 
for natural gas which represented a compro- 
mise between figures proposed by the com- 
pany and those of city officials in Macon. 

The principal point at issue has been the 
service charge. The gas company asked for 
a service charge of $1. The mayor of Macon 
sought a charge of not more than 75 cents, 
if one at all, and the Commission authorized 
a charge of 85 cents. Mayor G. Glen Toole 
declared that the service charge is “very un- 
fair.” He is quoted in the Macon Telegraph 
as saying: 

“I think that service charge is rotten. If 
you buy a hat, a shirt, groceries, or anything 
else, all the freight is added in the purchase 
price. But why should you pay for the privi- 
lege of using gas, and then have to pay for 
the amount you use, too? 

“Tt all hits the little fellow, and it just 
isn’t right. You can figure it out something 
like this: They want $1 for each customer 
service charge, and they’ve got about 6,000 
customers; that’s $6,000 a month and $72,000 
a year—just for the privilege of using gas.” 


Idaho 


Liquid Gas Meets Objection 


8 po ge vente by the mayor and city council 
of Payette and the Interstate Finance 
Corporation of Payette to the installation of 
liquid gas service are before the Idaho Com- 
mission. A protest has also been filed by the 
Nampa city council against granting a certifi- 
cate of convenience and necessity for the pip- 


ing of liquid gas into Nampa. 

The company had proposed to ship liquified 
gas in tank cars into its plants, atomize it and 
pipe it to the places where it is used. Nampa 
contends that a natural gas well in the terri- 
tory is in prospect and that the proposed line 
would tend to arrest its development and be 
in the nature of an unnecessary expense to the 
city and tributary country. 


Illinois 


Toll Call Information to Be 
Omitted from Bills 


T mernone subscribers will no longer re- 
ceive completely itemized monthly state- 


ments on their toll calls, unless they request 
them, according to notices mailed by the IIli- 
nois Bell Telephone Company. The company 
states that it has been the practice in the past 
to show on toll service statements the date 
on which each call was made, the place called, 
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the charge, and whether the call is a person to 
person, station to station, evening or night 
message. In addition, in calls to near-by 
points, the company has previously shown the 
called telephone number. 

The inclusion of this detail, it is stated, has 
been of use to only a few subscribers and 
has entailed considerable clerical work. The 
Chicago Tribune remarks: 

“This means, a company official explained, 
that if, for instance, one lives in Maywood, 
the calls to Chicago will show simply ‘Chi- 
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cago’ on the bill, the number called being 
omitted. If an item on the bill is questioned, 
the subscriber may check it against the com- 
pany’s records. 

“The company expects to save $20,000 a 
year in clerk hire through its new system. 
The approval of the Illinois Commerce Com- 
mission, which regulates the operation of pub- 
lic utilities, was not sought before the change 
was made, it being explained that the Com- 
mission would not be interested in such a 
‘minor detail.’ 


Kentucky 


Lexington Gas Rates 


A SETTLEMENT of the Lexington gas rate 
litigation was thought to be imminent 
early in September following conferences be- 
tween the utility and city officials. But later 
it was announced that the city would not ac- 
cept a compromise gas rate, as proposed at a 
conference, which would make gas cost the 
et consumer 64.4 cents a thousand cubic 
eet. 

The fight over rates started about four 
years ago. The city at the beginning of the 
controversy urged a rate of 384 cents per 
thousand cubic feet. The company asked a 


e 


rate of 70 cents. The Commiission established 
a rate of 45 cents, and the company went 
into court. The gas company has been al- 
lowed to collect 60 cents a thousand cubic 
feet pending the outcome of the litigation, 
but the difference between 45 cents and 60 
cents has been impounded. 

The Louisville Courier-Journal states that 
the compromise proposal of the gas company 
provided for a service charge of 50 cents a 
month; a charge of 60 cents a thousand for 
the first 5,000 cubic feet per month; 55 cents 
a thousand for the second 5,000 feet; and 50 
cents a thousand for all in excess of 10,000 
cubic feet. 


Maine 


Padding and Discrimination 
Charged against Company 


A t hearings before the Commission, Frank 
W. Winter, conducting his own case 
against the Androscoggin Electric Company’s 
rates, charged that the Androscoggin Electric 
Company tie-up with the Central Maine Pow- 
er Company had resulted in unfair practices 
and discriminatory and unjust rates to con- 
sumers. He contended that the property val- 
uation on the Androscoggin Electric Com- 
pany’s books was padded about $1,000,000 


when the Portland-Lewiston Interurban and 
Lewiston-Auburn Electric companies were 
purchased, and that the “fictitious value still 
remains.” 

William B. Skelton, special counsel for the 
company, drew from a witness the explana- 
tion that this allegation of “padding” prob- 
ably means the sum of $1,200,000 in mortgage 
bonds which the Androscoggin Company as- 
sumed with the purchase. The so-called pad- 
ding was said to be the amount which the 
company had to pay out to retire bonds in 
addition to the cash purchase price of the 
property. 


Minnesota 


Appropriation Needed for 
Telephone Valuation 
B EFORE going on with the investigation of 


rates of the Tri-State Telephone & Tele- 
graph Company, the Commission, according 


to an announcement made by Chairman O. P. 
B. Jacobson on September 17th, will seek 
from the legislature an appropriation for a 
complete revaluation of the company’s prop- 
erty. This will be done notwithstanding the 
fact that D. F. Jurgensen, chief engineer of 
the Commission, has been working for the 
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past year on a valuation of the telephone util- 


ity. f s 

Large discrepancies were found between 
the valuations by Mr. Jurgensen and by the 
company, and also between these valuations 
and figures on land and buildings in St. Paul 
reached by representatives of the city. Com- 
missioner Jacobson said that verification of 
the engineer’s figures by an outside expert is 
necessary before the attorney general’s staff 
can go into court with them. 

The last valuation of the Tri-State prop- 


erty in Minnesota was made in 1918. Ap- 
proximately 75 per cent of the properties now 
in existence did not exist at that time. They 
have been added by way of replacements and 
extensions during a period of high prices. 
Since then there has been a substantial de- 
crease in the prices of telephone supplies and 
equipment. In view of these and other facts 
gathered from the Commission investigation 
thus far, it has been concluded that there 
should be a full and complete revaluation of 
the telephone property. 


Missourt 


Contributions, Dues, and Re- 
serves, Meet Disapproval 


A’ audit of the earnings of the Union 
Electric Light and Power Company by 
the Commission’s accountants has been placed 
in the hands of the Commission. A move to 
secure reduced rates was considered a prob- 
able sequel. The St. Louis Star reports: 
“The audit shows the company’s earnings 
in St. Louis for the year ending June 30, 1929, 
represented a return of 10.53 per cent on its 
valuation, based on original cost. The per- 
centage of profit for all of its operations in 
the state was slightly higher—10.78 per cent. 
“However, these figures are for the com- 
pany’s combined earnings for electrical and 
steam-heating service. The company’s profit 
for the year in its electrical properties was 


slightly more than 11 per cent while its steam 
plants netted little more than 3 per cent.” 

Several items of operating expense were 
rejected by the accountant. Included as im- 
proper charges against operations was one of 
$36,423 in donations and contributions to va- 
rious organizations and movements, also dues 
and memberships of company officers in clubs 
and other organizations. The accountant al- 
so rejected $75,451 in payments by the Union 
Electric Company to the North American 
Company which controls the utility through 
an intermediate holding company. Other re- 
jected items included reserves for uncollecti- 
ble bills, $28,363; promotion of business, 
$5,598 ; law expenses, $11,121; relief and pen- 
sions, $1,069; injuries and damages, $12,383. 
The accountants expressed the opinion that 
these items should be charged on the basis 
of actual expenditures for the period. 


New Hampshire 


Inter-Company Letters 
Raise Dispute 


HETHER letters which passed between 

officials of the New Hampshire Gas & 
Electric Company and the Derry Electric 
Company on the one hand, and the Associated 
Gas & Electric Company and New England 
Gas & Electric Association on the other, are 
admissible in the investigation of the New 
Hampshire utilities being conducted by the 
Commission has been disputed by opposing 
counsel at hearings before the Commission. 
The United States Daily in reporting this oc- 
currence says: 

“Robert G. Dodge, chief of counsel for the 
utilities, objected to the admission of letters 
from O. E. Wasser, controller of the Asso- 
ciated Gas & Electric Company to DeWitt 
Clinton, treasurer of the two New Hamp- 
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shire companies and assistant treasurer of the 
New England association, as to the handling 
of certain affairs of the New Hampshire util- 
ities. 

“Louis E. Wyman, special state counsel for 
the Commission, contended that these letters 
and others, he said, he expects to offer are 
important to one phase of the inquiry inas- 
much as they contained orders to the New 
Hampshire companies. 

“The letters were impounded with the Com- 
mission under seal pending an agreement be- 
tween counsel as to their admissibility for a 
ruling from the Federal statutory court which 
has limited the scope of the present investi- 
gation.” 

The Federal court had restricted the scope 
of the Commission’s investigation, following 
an order requiring all of the companies to 
produce all of their correspondence, contracts, 
and papers which might shed light upon the 
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relations between the operating utilities and 
their owners, the owners not being utilities 


operating within the state of New Hamp- 
shire. 


New Jersey 


Walkers’ Club to Beat the Street 
Car Company 


HE Five-cent Fare Club, according to the 

Hoboken Observer, has decided to form 
a walkers’ club, if necessary, in various com- 
munities of the state in order to prevent the 
Public Service Co-ordinated Transport from 
putting into effect a proposed schedule of 
rates, increasing the cost of each token to 
6% cents, salable 4 for 25 cents. 

The 5-cent fare advocates have also in- 
structed their attorney to oppose the higher 
fares in court if the Commission fails to sus- 
pend the schedule which was filed by the 
carriers to become operative on October 13th. 
The Board was to meet on October 13th to 
resume hearings upon the present rate of 
fares, which provides for ten tokens for 50 
cents and a straight 10-cent fare for a single 
ride without tokens. The movement for 


higher-fares started about a year ago with 
the filing of new tariffs. 


* 
Gossip Blocks Phone Service 


| Mee waned telephone chats, some forty-five 
minutes long, are congesting service be- 
tween the Sparta-Lake Mohawk and Newton 
areas, officials of the Sussex Telephone Com- 
pany testified at a hearing before Commis- 
sioner Joseph F. Autenrieth, according to the 
Newark News, which continues: 

“The company’s witnesses agreed the ‘so- 
cial’ obstructions to ‘more legitimate’ business 
calls would be removed if the company were 
granted the right to put into effect its pro- 
posed toll charge between Sparta-Lake Mo- 
hawk and Newton areas and an increased 
schedule for service in the Newton area. 

“The increase has been suspended by the 
Board pending the hearings.” 


New York 


storm peaks and other sudden and exception- 

al demands upon system capacity required the 
companies to keep available a very much larg- 
er reserve capacity than called for on normal 


Prize Fights Increase Electric 
Utility Revenue 


A‘ a recent hearing before the New York 
Commission concerning the rates of New 
York electric utilities, one of the exhibits in- 
troduced by William L. Ransom, counsel for 
the system companies, showed that during the 
Sharkey-Schmeling prize fight on June 12th 
consumption was 47,000 kilowatt hours above 
normal, and for the night of the Dempsey- 
Tunney fight in Chicago, September 22, 1927, 
118,000 kilowatt hours above normal. When 
Corporation Counsel Arthur J. W. Hilly de- 
clared that a fight in another city could not 
have affected the peak load of the system, he 
was reminded that radio sets were in use in 
New York city on such nights and that thou- 
sands of people stayed up and listened in at 
their homes. 

These exhibits were offered, it was ex- 
plained, in support of the contention that 


days. The companies are asking rates which 
would include charges to cover the cost of 
maintaining equipment ready for the demand 
instead of rates which are based merely upon 
the amount of current consumed. 

Chairman Milo R. Maltbie cautioned coun- 
sel for various organizations against delay 
through prolonged cross-examination of com- 
pany witnesses. Hearings were begun on 
August 13th, two weeks after Matthew S. 
Sloan, president of the companies, had pro- 
posed a rate reduction said to be in excess 
of $5,000,000. Chairman Maltbie pointed out 
that under the terms of the reduction, con- 
sumers were losing $20,000 a day while hear- 
ings held up a decision. Opponents of the 
companies take the stand that the new rates, 
although amounting to a reduction, would in- 
crease the bills of small consumers. 
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Ohio 


Discrimination Favoring Large 
Consumers Charged 


ISCRIMINATION in favor of sixteen large 
D consumers of the Gleveland Municipal 
ight Plant is costing the city more than 
000 a year, according to Will E. Heck, 
state examiner, in providing information ob- 


tained in an audit of the affairs of the 
municipal plant, reported in the Cleveland 
News. This paper adds: 

“The discrimination, due to the fact the 
sixteen consumers are paying for electric cur- 
rent used on the basis of a combination rate 
rather than on individual meter recordings, 
has cost the city more than $160,000 since 
1924, the state examiner revealed.” 


Oregon 


Abolition of Commission 


HE abolition of the Public Service Com- 

mission is one of the aims of Julius L. 
Meier, independent candidate for governor of 
Oregon. He has declared that he does not 
quarrel with the personnel of the Commission, 
but that the regulatory machinery under 
which it operates has imposed on it a task 
impossible of performance. He believes that, 
under the present system, the utilities are 
“guaranteed” an earning on a “pyramiding in- 
vestment.” 

He also complains that the Commission has 
ceased to function as an investigatory body 
and now sits in a semi-judicial capacity. The 
complaint is also made that the Commission 
has set aside contracts with the sanction of 
the courts. Moreover, under the certificate 
of public convenience and necessity act, he de- 
clares that competition in the utility field is 
absolutely prohibited. 


e 


Among those who have expressed disagree- 
ment with the candidate’s stand is James T. 
Brand, circuit judge of Marshfield, who, ac- 
cording to the Portland Oregonian, has de- 
clared that the destruction of the Commission 
would place the public at the mercy of un- 
regulated utilities, would create a chaotic 
condition in the matter of the proper ad- 
justment of rates and services, would throw 
a burden on the courts which they are not 
prepared to carry, would undermine the de- 
velopment of administrative law in the state, 
and would cause the setting up of hundreds 
of local commissions to attempt to perform 
the functions now handled by the one Com- 
mission. Phil Metschan, another candidate 
for governor, has expressed a similar opinion. 
He is quoted in the Portland Oregonian: 

“T believe the Public Service Commission 
should be strengthened, and not destroyed, 
because it is the only body that stands be- 
tween the people and the public utilities.” 


Wisconsin 


Merchandising Costs to Be 
Kept Separate 


LL costs associated with the merchandis- 

ing business of public utilities, including 
contract and jobbing work, must be charged 
to a separate account, and must not be taken 
into consideration in arriving at rates to be 
charged for service, under a Commission or- 
-~ which will govern the utilities in the fu- 

re. 


Where lamp renewals are made for cus- 
tomers without specific charge or at a price 
less than that charged to parties not entitled 
to renewal allowances, the lamp renewals un- 
der the new rules will not be treated as mer- 
chandise. 

These regulations grew out of a mandate 
by the 1929 legislature providing that utili- 
ties should keep separate accounts to show 
all profits or losses ae from the sale of 
appliances or other mehchandise and pro- 
hibiting rates based on this business. 
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The Latest Utility Rulings 


CattrorNIA ComMIssIon: Re _ Ferrant. 
(Decision No. 22720, App. No. 16412.) Ap- 
plication for authority to establish a 
motor bus service between Los Angeles and 
two airports was granted as being a service 
incidental to air transportation which should 
be encouraged. 


CaLiFoRNIA CoMMISSION: Re Investiga- 
tion Into Political Expenditures of Certain 
Utilities. The right of electric utilities to 
make political contributions out of corporate 
surplus was sustained. (See Utilities and the 
Public, page 506.) 


INDIANA CoMMISSION: Re Southern Indi- 
ana Telephone & Telegraph Co. (No. 9923.) 
Application of a telephone company for au- 
thority to increase rates in thirty rural ex- 
changes, including the territory adjacent to 
tributaries thereto, was refused at this time 
and ordered to be held in abeyance for a 
period of ten months, in view of the serious 
economic depression prevailing in the state 
as the result of the drought and other ad- 
verse business conditions. A similar ruling 
was made by the Commission on a petition of 
the Ladoga Telephone Company for in- 
creased rates. (No. 10139.) The Commis- 
sion said that during this period of bad times 


the utility should bear its part of the burden 
for a temporary period at least. 


InptIANA Commission: Re Sullivan Tele- 
phone Co. (No. 10107.) The Commission on 
its own motion investigated and condemned 
certain “rigid, narrow, and unreasonable” 
interpretations by the company of its rules 
and regulations as incurring bad public rela- 
tions. The Commission specifically disagreed 
with the practice of the company in classing 
a family residence with no more than two 
roomers as a class of service subject to 
business rates. 


Marne Commission: Casco Bay Light & 
Water Co. v. Portland Water District. (F. 
C. No. 834.) Proposed increased rates of 
the Portland Water District were found to 
be just and reasonable, subject to minor 
modifications. A “service charge” specified 
for hydrant service was amended so that 
such service charge should constitute pay- 
ment for water properly required for the 
operation of the hydrant in case of fire or 
other purposes. 


Missourrt Commission: Re Blue Motor 
Coach Lines. (Case No. 6758.) An applica- 
tion for a certificate to operate a bus line 
along the west side of the Mississippi river 
to Kansas City Missouri, over state highway 
No. 24 was denied, in view of the competi- 
tion that would be created for existing serv- 


ice. Evidence showed that the service 
might be convenient, but that it was not 
necessary. The Commission said that it 
could not consider “convenience” separate 
from “necessity.” 


Missourt Commission: Re Kansas City 
Public Service Co. (Case No. 6317.) Appli- 
cation of a street railway company for a 
straight 10-cent cash fare was modified where 
the Commission believed that such a rate 
would exact a subsequent loss of patronage 
to the extent of defeating its own purposes, 
The Commission substituted a _ schedule 
allowing 10-cent cash fare, a 35-cent weekly 
identification card with a cash fare of 5 
cents upon presentation of this card. The 
Commission found that these fares could 
not possibly produce an excessive return 
upon any reasonable basis of valuation which 
might be used. It was liberally estimated 
that it ry produce a return of.-approx- 
imately 6.52 per cent on the Commission’s 
finding of a reproduction cost new less 
depreciation value. 


Missourt CoMMISSION: Webster Groves 
v. St. Louis-San Francisco Railway Co. 
(Case No. 6757.) Upon the complaint of a 
municipality against the discontinuance of 
certain suburban trains, operating out of 
St. Louis, the rail carrier was ordered to 
establish such service in a modified form for 
the convenience of its patrons, although the 
operations were shown to be unprofitable. 
The Commission said that to require the 
railroad “to furnish suburban service to 
those living along its line and whose industry 
works toward the greater development of the 
city, even at a loss, would not be an undue 
burden nor would it be inequitable.” 


New Jersey Commission: Re Jersey 
Central Power & Light Co. An electric 
company was given the right to exercise the 
power of eminent domain for the purpose of 
constructing a transmission line over the 
lands of Mitford C. Massie, et al. The 
eminent domain statute was said to apply to 
transmission lines as well as distribution lines. 


New York Pusric Service ComMMISSION: 
Re Cayuga Omnibus Corp. (Case No. 6246.) 
An application for a certificate for the 
operation of a motor bus line between 
Auburn and Syracuse was granted with no 
restriction against taking on or discharging 
passengers except within the city of Syracuse. 
The Commission distinguished this case 
from others in which it had restricted the 
carrying of passengers because of competi- 
tion with an existing agency, in that the 
proposed bus line is practically a substitu- 
tion of service for an electrical railway and 


504 





PUBLIC UTILITIES FORTNIGHTLY 


does not constitute new competition. The 
failure of the cities of Auburn and Syracuse 
to comply with the technical requirement § 
172 of the Railroad Law as to giving notice 
to competing carriers before granting its con- 
sent to a proposed service was held not to 
invalidate the consent finally issued by these 
cities. 


New York Pustic Service ComMMISSION: 
Re New York Steam Corp. (Case No. 
6128.) An application of the New York 
Steam Corporation, a subsidiary of the 
Consolidated Gas Company, for an order 
authorizing the issue of 14,000 (amended to 
112,000) additional shares of common stock, 
without par value, for purposes specified 
according to law, was considerably modified 
by the Commission. The original proposal 
was described as an attempt to “take ad- 
vantage of the rising level of prices up to 
1921” and “to ignore the decline in prices 
since 1921; and accrued depreciation since 
1921.” The securing of authority to issue 
new capital stock was accordingly rejected. 
(See Utilities and the Public, page 506.) 


New YorK SupreMe Court, APPELLATE 
Division: Adams Lumber Co. v. Long 
Island Railroad Co. (243 N. Y. Supp. 430.) 


This controversy arose upon the complaint 
of certain shippers to compel a railroad, en- 
gaged in electrifying its line, to bear the cost 
of electrifying its side tracks as well. 


The 
Commission refused to take jurisdiction in 
view of certain outstanding contracts be- 
tween the parties, whereupon the shippers 
made application to the court for orders of 
certiorari directing the Commission to certify 
and return all proceedings involved in their 
original complaint. The court annulled the 
Commission’s decision and directed that the 
controversy be remanded, ruling that parties 
cannot take from the Public Service Com- 
mission power to decide a matter that might 
have such a direct bearing upon the rates 
of a common carrier and its service to the 
public. 


New York Supreme Court, APPELLATE 
Division: People ex rel. Albany Transit Co. 
v. Public Service Commission. (243 N. Y. 
Supp. 486.) A bus company was held not to 
be a “railroad” corporation within the 
meaning of a statute permitting the directors 
of a railway corporation to initiate original 
proceedings in the appellate division notwith- 
standing the fact that a street railway com- 
pany is included under such law. (Railroad 
Law, § 9 


North Daxota Commission: Re Little 
Beaver Falls Pipe Line Co. (Case No. 
3140.) An application asking that a certifi- 
cate issued to a rival company be cancelled 
for nonuse and that such authority be given 
to the applicant was dismissed. (See Utili- 
ties and the Public, page 506.) 


Onto Commission: Livingood v. Buckeye 
Public Service Co. (No. 6402.) An elec- 
tric company was directed to furnish service 
to rural applicants upon a guaranteed pay- 
ment of a minimum monthly charge equiva- 
lent to 2 per cent of the cost of additional 
facilities necessary to furnish them service 
from rural extension lines plus 2 per cent 
of the pro-rata amount of the cost of the 
original distribution lines, such service to be 
furnished at the rate set forth in the com- 
pany’s established schedule for rural service. 


Ounto Supreme Court: Liberty Highway 
Co. v. Public Utilities Commission. (No. 
21930, 172 N. E. 376.) The allowance by the 
Commission of a month’s continuance to an 
applicant for a change in tariff schedules so 
as to permit further publication as required 
by law was held to be neither unreasonable 
nor unlawful. 


South Carotina Commission: Re Caro- 
lina Power & Light Co. Urban electric rates 
plus a higher minimum charge to take care 
of additional line construction for rural con- 
sumers were approved. The Commission 
stated that it was working with other electric 
companies to secure the same uniform rates 
in urban and rural territory. 


Unrrep States District Court or OKLa- 
HOMA: Owens v. Corporation Commission. 
(No. 1068, 41 F. (2d) 799.) The operator 
of a cotton gin having received a license 
from the State Commission was held to be 
estopped from attacking the unconstitution- 
ality of the statute under which the Com- 
mission operated. 


Wisconsin Commission: Dekorra Farm- 
ers Mutual Telephone Co. v. Wisconsin 
Telephone Co. (U-3953.) Complaint by 
one telephone company for a physical con- 
nection with a long-distance company was 
dismissed, the Commission being of the 
opinion that where there are two extensions 
in one community between which there is a 
physical connection, a long-distance telephone 
service to the community can be handled 
more efficiently if only one of the local ex- 
changes has physical connection with the toll 
line, so that all the long-distance calls can be 
handled at one local switchboard. 


Wisconsin Commission: Re Hollandale 
Telephone Co. (U-3948.) An _ annual 
switching charge of $9 per phone made by 
an association composed of five copartner 
telephone companies, some of the subscribers 
of which were obliged to make an unduly 
preferential contribution, was modified to $8 
per phone. The Commission condemned ir- 
regular accounting practices of the utility, 
particularly the paying of dividends out of 
distributing funds before proper allowances 
for retirement had been made. A retirement 
reserve was directed to be established. 
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Can a Gas Company Develop House Heating at the 
Expense of Other Classes of Service? 


HERE has been a great deal to do 

about the proposal of the Wash- 
ington Gas Light Company to revise its 
rate schedules. Much has been said in 
the local newspapers by the editors and 
by the “Constant Reader” and “Pro 
Bono Publico” that betrays a sorry lack 
of information. Of course, this is the 
customary public reaction to a purport- 
ed “reduction” which has the actual ef- 
fect of increasing the rates of a few 
certain consumers. This utility is at- 
tempting to place its rate schedule on 
a more scientific basis, through a mini- 
mum rate, that will place upon the cus- 
tomer who uses little or no service the 
cost of serving him. But in doing so 
it has stirred up the controversy that 
always attends such action. 

Such has been the experience, more 
or less, of every other utility that has 
attempted scientific rate revision. Some 
people just cannot understand why they 
should pay a monthly bill when they 
have not used a cubic foot of gas. They 
cannot seem to see that the installation 
and equipment standing ready to serve 
them costs the company money, a cost 
that has heretofore been made up by 
other classes of consumers. That is 
why one Washington editor decries the 
new minimum rate feature as “frankly 
discriminatory,” when in fact it is ex- 
pressly designed to remove a discrimi- 
nation that has previously existed. 

However, a certain editorial recently 
appeared which criticizes the policy of 
carrying one class of business at the 
expense of another. It appeared in 
the Washington News, a unit of the 
Scripps-Howard chain. It appears that 
the Washington Gas Light Company is 
very desirous of obtaining house-heat- 
ing business. To establish this new 


outlet for its product—a class of serv- 
ice heretofore little used in the capital 
city—the company has made a very at- 
tractive rate,—so attractive, in fact, the 
News claims, that it amounts to selling 
the gas to house-heating consumers at 
cost. If this is so, it follows that the 
other classes of consumers will have to 
make up such items as depreciation and 
return unaided, provided “cost” does 
not include these items. 

The News next puts the question: 
What right has a public utility to de- 
velop a new class of business at the ex- 
pense of other customers? The edi- 
torial states: 

“It happens this way: The gas company 
wishes to extend the use of gas for house 
heating. That is a laudable enough pur- 
pose, but the company, instead of tapping 
its enormous financial resources to obtain 
the necessary promotion money, proposes 
to take it out of the pockets of other con- 
sumers, including the big industrial and 
commercial users. It proposes to charge 
only 50 cents per thousand feet for gas 
used in heating houses, while charging 85 
cents to equally large or larger industrial 
and commercial users. 

_ “Now 50 cents per thousand feet, accord- 

ing to P.U.C. experts, is just what it costs 

to produce, sell, and distribute gas, and the 
company intends that other users shall 
carry the load.” 

This is a very important question. 
Of course, the company may have more 
arguments against these facts. House 
heating, for instance, has a fairly steady 
24-hour demand, while industrial serv- 
ice comes largely during peak hours. 
Then, too, the 50-cent rate, apparently 
so cheap, is only the last and cheapest 
step in the house-heating schedule and, 
combined with service charges and other 
charges, the average rate might run up 
to as high as 70 cents. 

But aside from these differences as 


506 





PUBLIC UTILITIES FORTNIGHTLY 


to the facts which would probably serve 
to reduce the spread between the 85- 
cent rate and the 50-cent rate, there 
arises the more important question as 
to whether the company might not 
properly “demur” to the charge and 
claim that it is justified in making other 
classes of customers bear, in part at 
least, the cost of opening up this new 
channel of business. 

When Henry L. Doherty took over 
the Wichita Gas Company in 1925, its 
business was at the very lowest ebb. 
Per customer revenue per year had 
dwindled to $52.25. Mr. Doherty real- 
ized that the only way to keep the busi- 
ness from dying on its feet was to make 
people use more gas, and that the only 
way to make people use more gas was 
to sell them things to use it with. So 
he embarked on a strenuous merchan- 
dising campaign—pushing every con- 
ceivable appliance that could use gas. 
They were often sold at cost—some- 
times at less than cost,—anything to 
get these gas eating appliances circu- 
lated. What was the result? In two 
years per customer revenue had risen 
to $61.61, and the business of the gas 


e 


company has been steadily getting bet- 
ter all the time. 

But this campaign ran into the “red” 
for $66,000. Who was going to pay it? 
The supreme court of Kansas decided 
that the customers should pay, holding 
that it was a proper charge to operating 
expenses. It was the only way to keep 
the business from going on the rocks 
and the court thought that the attached 
customers ought to bear their share in 
paying for the medicine. 

Now will such an argument work in 
the Washington case? That is a ques- 
tion the District of Columbia Commis- 
sion may have to decide. As far as we 
know, there is no other authority ex- 
actly in point on the proposition of 
making ratepayers pay for deficits in- 
curred in promotional activities. The 
Washington Gas Light Company does 
not appear to be in desperate straits, 
but it will be much better off if it can 
land Washington’s house-heating busi- 
ness and its service as a whole will be 
more firmly established. Should the 
other classes help to pay for the rem- 
edy? There is a deal to be said on both 
sides. 


The Right of Utilities to Make Political 
Donations Is Sustained 


a HE utility world is still agog over 
a decision handed down last month 
by the California Commission dismis- 
sing an inquiry into the political ex- 
penditures of certain utility corpora- 


tions in that state. It was a close de- 
cision—three to two. Commissioners 
Seavey and Carr, dissenting from the 
majority, are apparently not convinced 
that political contributions by public 
service companies do not present “a 
sharp challenge to the effectiveness of 
the system of regulation.” 

The “political causes” aided by the 
utilities were in connection with the 
Los Angeles municipal election held on 
June 4, 1929, at which bonds for the 
development of certain municipal proj- 


ects were voted upon. The Commission 
found that four utilities had donated as 
follows: Southern Counties Gas Com- 
pany, $200; Southern California Gas 
Company, $1,683.35 ; Southern Califor- 
nia Edison Company, $45,608.05; and 
Los Angeles Gas & Electric Company, 
$10,282.58. 

The reason given by the majority for 
dismissing the proceeding was the fact 
that the expenditures were charged by 
the companies to their surplus account 
(no part thereof being charged to oper- 
ating expenses). The Commission also 
found that the public utility services 
rendered by the respective companies 
were not impaired by the withdrawal 
of company employees from their regu- 


507 





PUBLIC UTILITIES FORTNIGHTLY 


lar duties during the election period. 
The import of the decision really 
means that a utility’s political convic- 
tion is its own business as long as it 
doesn’t use its patrons’ money to back 
it up or impair its service by sending 
its employees to “work the districts.” 
There is, it should be noted, a differ- 
ence in the nature of various political 
activities. When the political matter 
takes the form of a direct attack upon 


the business of the company, rather 
than a controversy over general govern- 
mental policies, none but the most ar- 
dent anti-utility fan would raise any 
objection to a utility company’s efforts 
to protect itself. It is the duty of the 
management to protect the business 
from any sort of an attack in the inter- 
est of both its stockholders and its cus- 
tomers. The fact that the attack hap- 
pens to be political makes no difference. 


Collegiate Taxis and the Law 


6¢ mos and Andy,” “Ride with 

Me,” “Forget Me _ Not,” 
“Streak of Lightning,”"—these and 
countless other odd names painted in 
all colors of the rainbow on the back- 
ground of equally chromatic taxicabs 
now greet your eye as you step from 
the shadow of the classic beauty of 
Washington’s Union Station to seek 
local transportation. Joseph Harring- 
ton, hack inspector for the District, 
seems to be much perturbed by these 
trade names which offend the inspec- 
tor’s sense of what is fitting for the 
dignity and stateliness of the capital 
city. 

Mr. Harrington is that upset about 
the matter that he is thinking about ask- 
ing the District of Columbia Commis- 
sion to exercise censorship powers. 
The Washington Post, commenting on 
Harrington’s suggestion in an editorial 
(September 21, 1930), goes further and 
says that the nightmare colors used by 
cab drivers to captivate Washington’s 
attention, if not its patronage, is also 


offensive. There is no doubt but that 
the hues of some of these cabs that dash 
about the capital city defy description. 
The new “Nickel Cab,” for instance, 
has great yellow letters painted on a 
background of what we believe is called 
mauve. We called it mauve anyhow 
upon recollecting Whistler’s description 
of that shade as “purple trying to turn 
pink.” 

A hasty survey of utility laws reveals 
no express statutory authority given to 
the Commission in the District of Col- 
umbia or anywhere else to censor the 
names or colors of taxicabs because of 
lack of dignity. Of course, the police 
could check anything too “risque.” A 
colored cab driver in Baltimore, we are 
informed, was requested by the police 
of that city some months ago to remove 
or remodel a rather daring bathing 
beauty painted on his vehicle. 

But beyond this broad limitation, the 
traveling public will probably have to 
put up with the flaming taxicab or wear 
smoke glasses. 


Gas Company Prevented from Increasing Control 
over Steam Utility 


Oo of the inherent rights of a 
stockholder preserved both by 
commercial tradition and corporation 
law is the option to purchase subse- 
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tion to his original holdings. The ob- 
vious reason for this is to preserve the 
ratio of corporate control exercised by 
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yarious stockholders from being dimin- 
ished or impaired against their wish by 
additional stock issues. 

A recent application of this principle 
to public utility securities by the New 
York Commission has resulted in an 
order preventing the New York Con- 
solidated Gas Company from increasing 
its holdings in the New York Steam 
Corporation which amounts to about 
two thirds of the total. 

The steam company, it appears, asked 
the Commission for authority to issue 
112,000 additional shares of common 
stock at $50 per share. These securi- 
ties, it is thought, would bring in the 
open market anywhere from $60 to $70. 
The steam company’s petition asked 
that the parent gas company be per- 
mitted to subscribe for all of the stock 
not taken by present shareholders at 
$50 per share. Chairman Maltbie, ren- 
dering the opinion of the Commission, 
refused to permit this privilege. He 
said : 

“There seems to be no reason why this 
should be allowed, and if the company can 
improve its financial status by obtaining 
more than $50 per share after all stock- 
holders have been given the opportunity to 
subscribe, there seems to be no reason why 
the petitioner should not do so. Hence, the 
order should provide that if the present 
stockholders do not avail themselves of the 
opportunity to subscribe for stock pro rata, 
such stock should be reserved for later dis- 
position, as the Commission may direct. 
For example, it might be offered to the 
public at a competitive sale price.” 


Aside from this application of cor- 
poration law, there was, in the opinion 
of Chairman Maltbie, another good 
reason why the Commission should not 
make it any easier for the Consolidated 
Gas Company to increase its control 
over the New York Steam Corporation. 
It appears that the gas company also 
controls the New York Edison and the 
United Electric Light & Power com- 
panies, both operating utilities in the 
area served by the steam company. 

Chairman Maltbie pointed out that 
there is a certain element of competi- 
tion between the service of these other 
subsidiaries and the steam company. 


Steam service competes with gas serv- 
ice for house-heating business. Steam 
service can aid private electric steam 
plants to compete with central electric 
companies. Thus it is possible for the 
parent concern controlling both central 
electric and steam service to work both 
in harmony against owners of large 
buildings desiring to install private 
plants to distribute steam and generate 
electricity. 

Under the existing New York laws, 
the Commission has power to control 
the intercorporate relations only of 
those utilities competing as to the same 
kind of service, such as two electric 
companies or two gas companies. But 
the Commission has no existing author- 
ity to interfere with the merger of utili- 
ties competing for the same business 
with different brands of service. This 
condition, as Chairman Maltbie says, 
“is perhaps another instance where leg- 
islation has not kept pace with eco- 
nomic changes” and there seems to be 
no way whereby the Commission, at this 
time, can compel a separation of these 
various utilities. 

But the Commission apparently is 
disposed to prevent the gas company 
from increasing its control over such 
subsidiaries if it can legally prevent it 
from doing so. 

The Commission also modified con- 
siderably the amount of securities 
asked for by the petitioning steam com- 
pany. The company presented a state- 
ment purporting to show that it was 
entitled to issue securities amounting to 
$7,653,281, based upon a “computation 
of the excess of capitalizable assets over 
outstanding securities authorized” by 
the Commission as of October 31, 1929. 

An issue amounting to $6,000,000 
was finally authorized. It was found 
that the company’s estimates were based 
originally on the fair value of its assets 
as of 1921. Chairman Maltbie said: 


“In other words, the company wishes to 
take advantage of the rising level of prices 
up to 1921 and to ignore two important 
factors: (1) The decline in prices since 
1921; and (2) accrued depreciation since 
1921. It recognized accrued depreciation 
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up to 1921, but seems to think that some- 
thing miraculous happened about 1921 
which eliminated thereafter the plain fact 
with which every business man is familiar, 
namely, increasing depreciation with age 
and the constant effect of deterioration, 


e 


obsolescence, inadequacy, and other fac- 
tors which bring about the retirement of 
roperty. The petitioner would at least 
ave been consistent had it adhered to cost 
- 1 aes its existence; but it did not do 
that.” 


Certificate for Gas Pipe Line Held Not Void 
for Non-User 


Not Dakota has a law which im- 

poses the obligation on the holder 
of a certificate to get started within a 
year. The North Dakota Commission 
said, in a decision handed down August 
29, 1930: 


“To hold otherwise would be to hold 
that a utility company might obtain from 
this Commission a certificate of public con- 
venience and necessity for the construction 
or operation of a public utility plant or 
system, do nothing whatever towards exer- 
cising the rights or privileges granted, and 
prevent for an indefinite period the ren- 
dering of the service contemplated (which 
the Board had determined that public con- 
venience and necessity required) by any 
other company which was desirous of fur- 
nishing such service. This is unthinkable, 
entirely opposed to the tenor and effect of 
the public utility act, and also of the act 
herein involved which permits competition 
with even an existing and operating utility 
when required by public convenience and 
necessity.” 


The ruling in this proceeding, how- 
ever, did not forfeit the existing cer- 
tificate. The question was raised when 
the Little Beaver Pipe Line Company 
asked authority to distribute natural 
gas in certain North Dakota villages as 
part of a system from Montana. The 
applicant also asked that a certificate al- 
ready issued by the Commission, July 
12, 1928, to the Montana-Dakota Power 
Company for a similar service be de- 
clared void for failure to commence 
operations. 

It appeared that the Montana-Dakota 
Company had already received an addi- 
tional year’s grace upon requesting a 
renewal from July 12, 1929. This time 
expired at midnight, July 11, 1930. 
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Now, the question was—had the cer- 
tificate holder commenced the exercise 
of its privileges? If it had, the new 
application would have to be dismissed. 
If it had not, well at least, the Commis- 
sion would have to declare the existing 
certificate void. 
The Commission stated : 


“The record discloses that previous to 
the 12th day of July, 1930, the Montana- 
Dakota Power Company made a survey of 
its proposed pipe line; that it had secured 
at least 60 per cent of its right of way; 
that it had constructed a small portion of 
said pipe line directly east of Marmarth; 
and that practically all of the materials 
necessary for the completion of the pipe 
line had been ordered. The record further 
discloses that it is the desire and intention 
of the Montana-Dakota Power Company to 
complete its said pipe line at the earliest 
possible moment; that it expects to have 
gas available in the towns as far east of 
Marmarth as Bowman before cold weather 
sets in, and, weather permitting, it expects 
to have its pipe line completed and gas 
available at Hettinger by December Ist; 
that the delay in the completion of the line 
has been caused principally by the fact that 
the company has been engaged in the con- 
struction of a 200-mile pipe line from 
Beach to Bismarck, and a 100-mile pipe 
line from a point in Montana to Williston, 
North Dakota, as well as other projects in 
the states of Montana and Wyoming; that 
these projects are nearing completion and 
will release, for the completion of the line 
herein involved, a large amount of equip- 
ment and men.” 


From this evidence the Commission 
concluded that the Montana-Dakota 
Company had in good faith exercised 
its powers sufficiently to sustain the life 
of the certificate and the application of 
the Little Beaver Company was accord- 
ingly dismissed. 
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BETTER POLE LINES 


are being built with 


Fluted Steel Poles 


ITH Fluted Steel Poles, utili- 

W ties are building betier lines 
than ever before — better 

from the standpoint of appearance, 


service and long life. 








A recent installation of these poles 
at Ambridge, suburb of Pittsburgh, 
demonstrates their advantages. The 
poles there carry the secondary 
lighting distribution circuits, street 
lighting brackets and other services. 
Alternate poles carry a G. E. pole 
top IL transformer. No _ under- 
ground construction was necessary 
as street lighting circuits are carried 
inconspicuously overhead. All poles 
are painted with aluminum and 
equipped for detachable pole steps. 








The installation is neat and trim. 

Poles are aligned perfectly. After 

ten, fifteen or fifty years, the poles 

will still retain their fresh, original 

3 . appearance and the same alities 

got Deg ong aoe of strength and flexibility which 
Light Co. make them so desirable today. 
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LA 








OCTOBER 








Reminders of 
Coming Events 


AL UAW ACK ond. Anniversaries 








30| T* 


GENERAL SHERMAN, riding on a flat car with a keg of nails for a seat, was a 
passenger on the first Union Pacific train to leave Denver, 1865. 





F 


“General Pike,” Cincinnati’s first steamboat, marked the advent of steam transporta- 
tion in the West when she unloaded her first passengers in Louisville., Ky., 1819. 





LA 


NOVEMBER RQ 





The first telephone exchange in Arkansas was opened at Little Rock, 1879. Transpor- 
tation was opened between the U. S. and Canada over the International bridge, 1873. 





The first canal boat to pass from the Hudson River to the Delaware left Newark, 
N. J., by the newly completed Morris Canal, bound for Easton, 1830. 





The first railroad locomotive built in this country was put into active service in South 
Carolina by the Charleston & South Carolina Railroad, 1830. 





DR. ROBERT HOOKE, Secretary of the Royal Society, England, prophesied the 
invention of the telephone, 1667. qElection Day. 





The first all-steel passenger coach in the U. S. was put into service by the Pennsylvania 
Railroad, 1906. JOHN M. DAVIS, president of the Lackawanna Rd., was born, 1870. 





The New York, Lake Erie and Western Railroad was sold to the reorganization ® 
committee of the Erie Railroad Company, 1895. 





The first return trip between the Hudson river and England was completed when the 
storm-battered “Half Moon” sailed into the harbor at Dartmouth, England, 1609. 





The South Carolina Canal & Railroad Co., the first steam railroad to carry U. S. 
mail, opened its line from Charleston to Branchville, 62 miles, 1832. 





CARL AUER von WELSBACH invented the incandescent gas mantle, 1885. 
CHARLES DONNELLY, president of the Northern Pacific, was born, 1869. 





W. E. STAITE, an Zaglish inventor, made an arc lamp consisting of a platinum- 
iridium burner in an inverted U-shape, 1848, 





The Western Edison Light Co. of Chicago—the third electric power plant in the 
United States—began operating, 1882. SAMUEL INSULL was born, 1859. 











{The Railroad and Utilities Commissioners of the country will assemble today for their 
annual convention, at Charleston, S. C., 1930. 














“Progress is the law of life.” 
—Rosert BrowNING 
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Wide World 


The Greatest Power Project of the Ages 


The site of the Boulder Dam in Colorado, regarded as the most 
stupendous engineering enterprise for the production of electrical 
energy ever attempted by man. 
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